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EDITORIAL COMMENT 


Getting Away From It All 


ICTION has furnished a number of 
characters who were able to escape 
unpleasant facts and conditions by 
the simple method of ignoring them. 
They shut their ears, minds and hearts, 
therefore disturbing factors were com- 
pletely ruled out. 
While bankers, at this mid-summer 
season cannot, and of course should not, 


resort to such a foolish expedient in 
the vain attempt to create a paradise 
where none exists, they can, and should, 
by more sensible means, find relief from 
many of the factors disturbing to their 


mental equipoise. July, August and 
September, months not conducive to the 
greatest happiness in the large cities, 
are specially favorable to a sojourn in 
the country, where many bankers and 
others will be found during these 
months. They would profit by leaving 
much of their mental impedimenta be- 
hind them. Let them not only resign 
from the national military and naval 
strategy board, to whose plans they have 
been giving much fruitless attention, but 
also forget, to the extent possible, the 
war itself. It is a source of anxiety and 
worry, and if the bankers, while on 
their vacations, can for even this brief 
period get rid of some of their anxieties 
and worries, they will be in so much 
better condition to serve their banks 
and their country when they return to 


their desks. 
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In these restful weeks, there is no 
room even for books dealing with war 
or other upsetting problems. Even 
books of any kind may well be dis- 
carded, for the sea, sky, mountains, 
rivers, lakes and the unbounded land- 
scape, comprising the book of Nature, 
are more captivating than any words 
ever committed to type and paper 

The capacity for hard and concen- 
trated work is the quality by which men 
succeed in their affairs, but the intense 
demands of the present age require that 
the capacity for relaxation and rest 
shall also exist. Pitiful indeed is the 
state of that man who has neither time 
nor the dispos:tion to rest, not from a 
propensity to idleness, but that his giv- 
ing up of work for the time being may 
the better fit him for the discharge of 
the duties that lie ahead. 
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THE TOLL OF WAR 


HILE the appalling loss of life 

which war inevitably entails is de- 
plorable, frequently this devastating 
force takes someone of such value to 
the community as to cause special con- 
cern. Such may be said of the killing 
of Lord Stamp in one of the many air 
raids London has undergone. In say- 
ing this it is not intended to undervalue 
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all human lives, nor to ask for those 
most eminent and distinguished exemp- 
tion from the brutal toll of war. But 
there are some lives, from their past 
service to their country and the world, 
and the promise of future greater serv- 
ice justifiably: looked for from what 
they have done in the past, whose un- 
timely ending brings to mankind the 
sense of irresparable loss. This may be 
truthfully said of Lord Stamp (more 
familiar to the United States as Sir 
Joseph Stamp). For he was a man of 
unusual ability and of distinguished 
character and achievements. Managing 
Director of the London, Midland and 
Scottish Railways, a director of the Bank 
of England, economic adviser to the 
British Government—these were but a 
few of his outstanding connections. He 
was a leading man of affairs, a philoso- 
pher, a wise and great economist, and 
more than all, a great gentleman. 

Of the millions whom war slays— 
poets, philosophers, artists, men of 
science, statesmen for whose destruction 
the world will long be the poorer—it 
is not invidious to single out for special 
commemoration those whose lives have 
already borne such rich fruitage. 
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OUR HUGE DEFENSE OUTLAYS 


N idea, although not a complete 

one, of what our defense outlays will 
entail may be had from the appropria- 
tions, contract authorizations and recom- 
mendations for expenditures on this 
account for the fiscal years 1941 and 
1942. In the former these represent a 
net total of $19,942,846,325, and for 
the latter $10,172,204,817. The total 
for the two fiscal years is $30,115,- 
051,142. Nor does this figure, large as 
it is, include the $7,000,000,000 appro- 
priated for the execution of the lease- 
lead act and whatever may be voted in 
subsequent years for the $6,000,000,000 
two-ocean navy. And with rising costs 
and increased demands, such as cannot 
now be foreseen, even these estimates 
may have to be revised upwards. 
‘ For the army alone, in the fiscal year 
1941, the estimate calls for $13,283,- 





557,465. It is most significant that 
quite recently the House of Representa- 
tives voted $10,000,000,000 for this pur- 
pose, with but a single negative vote. 
This shows the disposition of Congress, 
backed by public sentiment, to make 
adequate provision for the national de- 
fense so far as that may be done by 
financial support. 

Staggering as these figures are, when 
contrasted with our normal military 
and naval expenditures, they are none 
too great if needed to defend the coun- 
try—a necessity to be judged by Con- 
gress and the Administration. 
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A SWELLING ERA 
PRACTICALLY all of the signs indica- 


tive of an era of expansion are now 
moving toward ever higher and higher 
records. Industrial production as of 
May was (Federal Reserve Bulletin) 
about 148 per cent of the 1935-39 aver- 
age; bank deposits have reached a new 
high, as has the volume of money in 
circulation, while advances in wages 
and in commodity prices all tell the 
same story. Even in the security mar- 
kets, where depression has ruled for so 
long, prices are going up. Almost 
without exception, the great industrial 
corporations are reporting large gains 
in both gross and net earnings. 

From these signs, it will be seen that 
the country has already entered the 
initial stage of inflation. This tendency 
is bound to increase as the defense ex- 
penditures mount, as they must for an 
indefinite time ahead. 

Our present situation differs from 
those the country has encountered in 
recent years. It is not due to what we 
generally regard as the beginning of a 
new era of prosperity, due to the cus- 
tomary revival after a long period of 
depression, although recovery had set 
in before defense expenditures had 
begun to be a marked factor in the up- 
swing. ‘The situation is therefore a 
mixed one—a healthy advance followed 
by one not quite so salutary in char- 
acter. That it presents dangers of an 
uncommon sort is well understood, and 
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Peis and liabilities have 


value as advertising copy, but 
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JAMES E. POTTS 


Auditor 
Tue First Nationat Banx or Boston 
Boston, Mass. 
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Tens BOOK is a study of account- 
ing and audit control as applied 
to banking. It starts with a typical 
statement of a large bank. This is 
broken down into a more detailed 
list of accounts and each account 
is then traced back to the trans- 
actions which gave rise to it. In 
so doing the accounting procedure 
involved is studied and also the 
audit control factors which may 
be applicable in each case. 

The book is profusely illustrated 
with various forms used for audit 
control. It should be of value 
not only to the student of bank 
accounting but to comptrollers, 
auditors and bank executives in 
general as well as to public account- 
ants and bank examiners. 


Price $4 delivered 


 SEEEReneanniaeiienientaienaten 


BANKERS PUBLISHING CO. 
465 Main Street, Cambridge, Mass. 


Please send me on approval a copy of 
“Bank Accounting and Audit Control” by 
James E. Potts. At the end of 5 days I 
will either remit $4 or return the book. 


Address 


rc 
i 
I 
i 
l 
I 
i 
i 
I 
: 
I 
l 
I 


> 


os 
! 
I 
i 


for*this reason it is believed that the 
banks and public authorities will exer- 
cise such caution as may be required to 
keep the situation from getting beyond 
control. Taxation and borrowing out 
of the people’s savings are remedies 
already being invoked. Should these not 
prove wholly effective, other expedients 
will have to be employed. 


© 
MEMBER BANK REPORTS 


OW deposits, loans and investments 

of member banks are rising may be 

seen by comparing the figures of April 

4, 1941, with those of March 26, 1940. 

Between these two dates, deposits gained 

$6,646,329,000; loans and. investments, 

$4,819,539,000; total assets, $6,854,- 
949,000. 

In this same time, direct obligations 
of the United States Government in- 
creased by $2,187,588,000. The gain 
in loans and investments is in large part 
an indication of the aid the banks are 
affording in the speeding up of national 
defense, and as the defense demands in- 
crease, these figures will no doubt be 
greatly exceeded. Since these figures 
are from official reports made by the 
Comptroller of the Currency, they fur- 
nish indisputable proof of the disposi- 
tion of the banks of the United States 
to support the defense program. 
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NoTHING is more pathetic than to see 
those engaged in the same line of busi- 
ness using a variety of methods, many 
of which are antiquated and inefficient, 
and practices that were long ago out- 
moded and not in harmony with those 
used by their neighbors.. The failure 
to adopt reasonably uniform methods 
and practices as determined by research 
and general experience and opinion, 
results not only in confusion, but often- 
times in bringing about senseless, ruin- 
ous competition and bewilderment 
which may result in disaster to the cus- 
tomer and the business alike.—Ed. L. 
Weathers, President, First-City Bank 
and Trust Company, Hopkinsville, Ken- 
tucky, in a recent address. 
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Federal Reserve 


Instalment Control 


OWARD the middle of May it was 

reported that the Federal Reserve 

authorities, after making a thorough 
study of the instalment sale business, 
were contemplating a request for legis- 
lation which would give the Reserve 
Board the power to regulate this phase 
of our American economy. The exact 
nature of the terms of any proposed 
legislation is not clear. According te 
press reports the Board would be given 
the power to fix the proportion of the 
down payment required on any instal- 
ment transaction, and the length of the 
period in which the loan would mature. 

It is not altogether clear whether the 
Federal Reserve System is interested 
solely in additional controls over mem- 
ber bank credit expansion, or whether 
it is anxious for legislation to give it 
the power to control all phases of in- 
stalment credit extension in such a way 
as to bring about a reduction in instal- 
ment credit by non-member banks, 
finance companies, department stores, 
etc. 

The purported purpose for the grant 
of such powers to the Reserve Board 
would appear to be the restrictive in- 
fluence of such action on the volume of 
new instalment business incident to the 
sharp expansion in consumer incomes 
and the resultant curtailment in the use 
of facilities and materials required in 
the production of non-essential goods. 


Shift in Control Theory 


In so far as the member banks are 
concerned, the -request by the Federal 
Reserve of power to control instalment 
business, would, for the time being, 
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By A. Philip Woolfson 


represent a shift in emphasis in credit 
control from the powers requested sev- 
eral months previously. At that time 
the emphasis was on the desirability of 
a sharp increase in the power of the 
Federal Reserve authorities to control 
the aggregate volume of bank credit ex- 
pansion through an increase in mem- 
ber bank reserve requirements. The 
theory at that time was that an increase 
in the quantitative credit control powers 
of the Reserve authorities was a neces- 
sary and effective method of curbing the 
inflationary potentialities implicit in our 
excess reserve position. The emphasis 
at the present time, however, would 
seem to have shifted to the need for in- 
creased’ powers of control of the uses 
of bank credit. The theory now appar- 
ently is that qualitative credit control 
would restrict unnecessary or undesir- 
able credit expansion, and while limit- 
ing the use of essential materials, 
facilities and labor in non-essential en- 
terprises it would at the same time be 
a means of inflation control. 

There can be no question of the desir- 
ability of curtailing non-essential or less 
essential business in the interest of an 
all-out war effort. Nor can there be any 
question that effective qualitative credit 
control measures should be resorted to 
if credit expansion in non-essential or 
less essential fields threatens to get out 
of hand. 

The American Bankers Association 
has already attacked this question in 
formulating a so-called “consumer credit 
creed” looking to the tightening up of 
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**To give the Federal Reserve 
authorities the power of life or 
death over the instalment sales 
business will result simply in 
adding confusion to an ad- 
mittedly difficult situation. If 
the Treasury and the Hender- 
son proposals are adopted, and 
the logic of the situation argues 
for their adoption, superim- 
posing added instalment credit 
control powers in the hands of 
the Reserve authorities will re- 
sult in a major headache,’’ says 
the author of the accompanying 
article. 

Dr. Woolfson, a frequent con- 
tributor to THE BANKERS 
MAGAZINE, is a member of 
the New York Bar, and author 
of the recent book ‘‘M-Day: 
Banking and Finance,’’ which 
gives a background of what war 
has meant to banking in Eng- 
land, Germany and Italy, and 
what is planned for and is 
likely to happen to banking in 
this country if the United 
States gets into the war. 


terms on new consumer credit loans. 
And the member banks of the New York 
State Bankers Association are reported 
to be in agreement that non-essential 
industries, or those likely to be affected 
by priority rulings of the Office of Pro- 
duction Management, must take second 
place in the matter of loans to vital in- 
dustries. 

There is, however, serious question 
whether future instalment credit expan- 
sion promises to bring an undesirable 
expansion of bank credit, and whether 
Federal Reserve regulation of instal- 
ment selling may not be more harmful 
than beneficial. 

It should be noted that the desire of 
the Reserve authorities to assume con- 
trol over the volume of instalment busi- 
ness is not predicated on the belief that 
_ such business is not credit-worthy or 
that it is an unprofitable field of com- 
mercial bank operation. Nor is it based 


on the belief that the volume of instal- 
ment credit presently outstanding, or 
the volume of bank credit absorbed in 
financing the outstanding volume of in- 
stalment business, is excessive or of in- 
flationary implications. The Reserve 
authorities are worried for the future, 
and are concerned not only lest an in- 
flationary spiral develop, but also that, 
if inflation should develop, the blame 
therefor be not lodged upon them. 


Treasury-Henderson Programs 


Now the question of restricting the 
volume of production of non-essential 
and less essential consumers’ goods is 
one of profound complexity. The 
Treasury, through increased income 
taxation and the diversion of current 
savings to defense issues, has hopes that 
curtailment in the demand, and conse- 
quently production, of non-essential and 
less essential goods, will, in important 
measure, ensue. Mr. Henderson, of the 
Office of Price Administration and 
Civilian Supply, apparently believes 
that substantial curtailment in the pro- 
duction of durable consumer goods, 
such as automobiles, etc., will result 
from the adoption of substantially in- 
creased Federal excise taxes. In neither 
the Treasury nor the Henderson pro- 
posals is there apparent any desire to 
bring about any sudden and severe con- 
traction in consumer goods production 
as would automatically bring with it an 
undesirable expansion in the number of 
unemployed and deflationary repercus- 
sions on the general level of commodity 
prices. 

For it is in the light of the control 
programs visualized by the proposals 
of the Treasury and the Price Stabiliza- 
tion Division that the Reserve instalment 
sales control program must be judged. 
Back of both the Treasury and the Hen- 
derson programs is the full awareness 
that our expanding defense priorities 
program has already put a damper on 
the “business-as-usual” philosophy and 
promises to restrict severely the facil- 
ities and materials available for pro- 
duction of the non-essential and less es- 
sential consumers’ goods. And it is in 
complementing the priorities program 
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that both the Treasury and Henderson 
proposals will prove effective in an or- 
derly restriction in employment in non- 
essential and less essential fields con- 
temporaneously with the increased 
absorption of necessary personnel re- 
quired by the new defense plants and 
by the conversion of peace-time produc- 
tion facilities to defense purposes. 


Problems of Reserve Control 


To give the Federal Reserve author- 
ities the power of life or death over the 
instalment sales business will result 
simply in adding confusion to an ad- 
mittedly difficult situation. If the 
Treasury and the Henderson proposals 
are adopted, and the logic of the situa- 
tion argues for their adoption, super- 
imposing added instalment credit con- 
trol powers in the hands of the Reserve 
authorities will result in a major head- 
ache. For they (the Reserve author- 
ities) must first determine the degree 
of non-essentiality of every item covered 
in the instalment selling business. They 
must then decide how large a volume of 
instalment credit should be outstanding 
in each field. The next step would then 
be to apportion credit quotas to each 
industry and each plant or enterprise in 
the industry. They must then be pre- 
pared to meet the objections of every 
dissatisfied producer, or merchandiser. 
And they must face the question of the 
effect of their credit restrictive policy 
on the employment situation of the in- 
dustries and localities adversely affected 
by their decisions. The staff of the Re- 
serve Board is not equipped to meet the 
details of control involved in the acqui- 
sition of the new powers now so anx- 
iously sought—details of control which 
the Priorities Division of the OPM is 
now facing in the allocation of essential 
and critical materials. 

The ramifications of the instalment 
sales business are so widespread that it 
is well to bear in mind the dislocations 
that would result from some purely 
mathematical formula of the credit re- 
quirements involved. The Federal Re- 
serve might well bear in mind the report 
of a committee in the world war period 
which studied the question of the desir- 
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ability of prohibiting non-essential in- 
dustries. In this report the committee 
stated: 

“Contrasting the degree of relief af- 
forded with the hardships necessarily 
imposed upon a part of the community, 
your committee has reached the conclu- 
sion that it would be inadvisable to 
adopt direct industrial prohibition to 
accomplish the desired end. It would 
not only result in inequalities and thus 
engender intense dissatisfaction on the 
part of those affected, but it would also 
create grave apprehension throughout 
the entire industrial community. This 
might weaken the morale of the nation, 
and in the final analysis cause actual 
harm rather than positive benefit. 

“We also invite your attention to the 
fact that a sudden dislocation through 
complete prohibition of any industry in- 
volves the disintegration of entire or- 
ganizations, including the workers, fore- 
men, superintendents and managers. 
Such organizations in most cases are 
the cumulative result of many years of 
constructive effort, and it is obvious that 
with the ending of the war the pro- 
hibited industries would be obliged to 
go through the pioneer process of re- 
creation. This would in the opinion of 
your committee, augment the embarrass- 
ment of post-war industrial readjust- 
ments.””? 

And,.as pointed out by Mr. Clarkson, 
Director of the United States Council 
of National Defense in the World War 
period: “A nation must live if it is to 
fight, and in the economic, as in the 
human body there are obscure and seem- 
ingly superfluous organs, the removal 
of which upsets the whole of the bodily 
processes,” 


Reserve Control Arguments 


There are two arguments that may be 
advanced for the granting of the addi- 
tional qualitative credit control powers 


to the Reserve authorities. In the first 
place, it may be argued that the Federal 
Reserve use of such powers would ob- 


1JIndustrial America in the World War, 
by Grosvenor B. Clarkson; Houghton, Miff- 
lin Company, 1923, page 185. 

*Page 186, Clarkson, op. cit. 
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Retail Instalment Paper! 


Of which national banks hold 
state member banks 
non-member banks 





tional Housing Act. 


general personal expenditures. 


Banks. December 31, 1940, p. 34. 


viate the necessity of adopting the Hen- 
derson excise tax program, and would 
be useful if the Treasury’s income tax 
proposals are ruled out for the present. 
In the second place, it may be argued 
that in so far as the Federal Reserve 
is charged with the duty of preventing 
a credit inflation, it alone is the proper 
body to bear the final responsibility of 
controlling unnecessary instalment 
credit expansion. To the first argument 
the answer would seem to be the one 
suggested in previous paragraphs, 
namely, that the least desirable and 
most painful method of restricting in- 
stalment sales credit is to put it in the 
hands of the Federal Reserve author- 
ities. 

To the second argument the answer 
would seem to be that: (1) Bank credit 
absorbed in instalment business forms 
only a small proportion of outstanding 





PERSONAL AND RETAIL INSTALMENT PAPER REPORTED BY 
INSURED COMMERCIAL BANKS* 


December 31, 1940 


(Amounts in thousands of dollars) 


Paper Purchased? ...................000+ 
I I Soca oa 


SOO eee teen renee seen eeeeeneseeeeeeeeeseeeeeeee® 


Total—Personal and Retail Instalment Paper 


* Retail instalment paper represents the unpaid balances of all instalment loans 
arising from the retail sale of and secured by automobiles, trucks, tractors, house- 
hold appliances, furniture, clothing, jewelry, etc. 

* Paper purchased includes any such retail instalment paper purchased from 
or rediscounted for dealers and finance companies. 

* Direct loans include instalment loans made directly to individuals to finance 
the purchase of and secured by such goods. 

*FHA Title I loans represent the unpaid balances of property improvement 
loans, whether secured or unsecured, which are insured under Title I of the Na- 


* Personal instalment cash loans represent the unpaid balances of all secured 
and unsecured loans, other than business and agricultural loans, which are made 
to individuals, and are by their terms repayable in instalments. 
such loans are ordinarily used for consolidation of debts, medical attention, and 


*Source: FDIC. Report No. 14, Assets and Liabilities of Operating Insured 
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416,970 





sevdiosesatipodh $1,468,602 
59.8 per cent 
19.8 per cent 
24.4 per cent 


The proceeds of 





bank credit and has not contributed in 
significant degree to the sharp expan- 
sion in bank credit in the past year; 
and (2) the Federal Reserve authorities 
should be more concerned with the in- 
flationary potentialities of the sharp ex- 
pansion in non-essential bank loans. 
The accompanying table indicates the 
distribution of personal and retail in- 
stalment paper reported by insured 
commercial banks as of December 31, 
1940. Measured against either the to- 
tal volume of outstanding loans and dis- 
counts or the total of loans and invest- 
ments there would not appear to be any 
basis for concluding that the volume of 
bank credit now absorbed in the instal- 
ment sales business is of inflationary 
proportions. Nor does the expansion 
of the material priorities program to- 
gether with the caution already being 
exercised by the commercial banking 
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system suggest any ground for visualiz- 
ing any such expansion in the volume 
of bank financed instalment paper as 
would attain inflationary proportions. 
It would apparently seem to be the case 
that the Federal Reserve authorities are 
as unduly pessimistic over the inflation- 
ary possibilities in the growth of bank 
financed instalment credit as they are 
overly optimistic concerning their abil- 
ity to handle the multitudinous problems 
involved in the direct control of instal- 
ment credit implicit in the legislative 
sanctions they are reported to be seek- 
ing. 


Qualitative Controls Possessed 


This is not to argue that the Federal 
Reserve authorities should refrain from 
exercising the qualitative credit control 
powers they do possess. It is true that 
the Reserve authorities cannot direct 
their member banks to refrain from 
financing unnecessary inventory ac- 
cumulation by their clients, whether it 
be of essential or non-essential com- 
modities. But they are in a position 
to keep a careful check on the uses to 
which the increased commercial bank 
credit now being pumped into the busi- 
ness structure are being put. They 
ought to be in a position to advise their 
member banks what industries and 
plants may be considered as non-essen- 
tial or less essential and in what man- 
ner the credit extended to such indus- 
tries or firms should be curtailed. 
Qualitative control of credit in such 
ways can be more effective and less in- 
jurious, both in avoiding inflation and 
in limiting undesirable non-defense 
production. 

It cannot be repeated too often, how- 
ever, that the avoidance of inflation is 
only one side of the credit control pic- 
ture. Just as important a responsibil- 
ity for the Federal Reserve authorities 
today is to see that every plant desirous 
and able to engage in defense business 
should find its financial requirements 
met by the commercial banks of the 
country. The recent statement of the 
National Association of Manufacturers 
indicating that some 72 per cent of the 
plants studied were anxious to partici- 
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pate in the defense program, but for 
one reason or another were not partici- 
pating, suggests that there is still a 
large field open for commercial bank 
credit expansion. The Federal Reserve 
authorities, whether they wish it or not, 
are burdened with the responsibility of 
seeing that lack of necessary bank 
financing should not become a serious 
bottleneck in the defense production 
program. Not credit deflation, but a 


much greater volume of bank loan ex- 
pansion for essential industries and 
plants, is now the major concern. 


© 
THE JUGULAR VEIN OF LIBERTY 


THOsE who sit back and cynically con- 
demn the banker as a parasitic money 
changer are helping to place their own 
future in peril. They are suffering 
from a great and tragic misconception. 
The banker represents private savings, 
and private savings are the backbone 
of private opportunity. Money and 
credit are fundamentally the private 
property of the people and must be 
guarded as such by private citizens. Our 
bankers are private citizens. They are 
the stewards of our money and credit, 
nothing more. The billions which we, 
the people, have deposited in their care 
belong to us. Therefore, we have set 
up a-stringent framework of regulation 
around the bankers to guide them in the 
utilization of our money and to protect 
us against those who would abuse the 
trust we have placed in them. 

History has shown that whenever a 
government succeeds in gaining control 
of a people’s money, it sooner or later 
gains control of the people too. 

Our system of free enterprise, which 
includes everything from the smallest 
truck farm to the largest corporation, 
depends utterly on the maintenance of a 
money and credit system that is not 
dominated by government. Private 
banking with its thousands of independ- 
ent community banks is one of the 
strongest bulwarks against an autocratic 
government throttling the jugular vein 
of liberty—From the Industrial News 


Review. 
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BANK BOND INVESTMENT 


AND 


SECONDARY RESERVE 
MANAGEMENT 


By PAUL M. ATKINS 


Expert in Security Valuations 
Before the Courts and Board of Tax Appeals 


Special Liquidator of Securities for the 
Comptroller of the Currency, 1932-1987. 


Subjects discussed 
in this book 


The Non-Local Earning Assets 
of a Bank—a Management 
Problem 

The Analysis of the Balance 
Sheet Position of a Bank 

The Analysis of the Income 
Position of a Bank 

The Analysis of the Past His- 
tory of a Bank 

The Evaluation of Securities 
—a General Discussion 

The Evaluation of U. S. Gov- 
ernment Securities 

The Evaluation of State and 
Local Government Securi- 
ties 

The Evaluation of Railroad 
Securities 

The Evaluation of Public 
Utility Securities 

The Evaluation of Industrial 
Securities 

Economic, Business and Poli- 
tical Factors 

Sources of Economic, Finan- 
cial and Political Informa- 
tion 

The Primary Reserves of a 


an 

Secondary Reserve Policies 
and Programs 

Investment Account Policies 
and Programs 

The Purchase and Sale of 


Securities 


HIS one compact volume contains the 
most complete and thorough discus- 
sion yet to appear of that difficult and 
perplexing phase of banking administra- 
tion—the management of the bond port- 
folio of a bank. 

An increasing amount of attention and 
discussion have been given in recent 
months to the bond portfolios of banks 
and to the analysis of securities by bank- 
ers, but practically nothing has been said 
or written on the question of how to deter- 
mine what bonds the individual bank 
needs to meet its own particular require- 
ments. Here, at last, is an answer to 
many of the questions in this field which 
have been plaguing bankers for years. 


You Must “Know Your Bank’’ 


That it is necessary for a bank to have 
sound policies and programs if it is to 
manage its secondary reserve and its in- 
vestment account successfully, is the 
central idea around which this book is 
written. Coupled directly and imme- 
diately with this basic concept is the thesis 
that, in order to accomplish this end, the 
first step for every banker to take is to 
study and analyze his own bank for the 
purpose of policy formations and admin- 
istration in this field. As Mr. Robert M. 
Hanes, President of the American Bank- 
ers Association says, you must “know 
your bank.” 


Price $5.00 


BANKERS PUBLISHING COMPANY 
465 Main Street 


Cambridge, Mass. 
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Efficiency in 


Check Issuance 


HE idea apparently persists in 

many quarters that a hand-written 

signature constitutes the best in pro- 
tection and control over the issuance of 
checks and drafts. Probably this per- 
sistence is the result of looking upon 
a mechanical signature as a rubber 
stamp reproduction or facsimile which 
could easily be reproduced without the 
authority of the owner. Certainly it is 
not consistent with the protection and 
controls obtainable in modern signing 
equipment. 

To take our situation as a case in 
point: We first investigated mechanical 
signing in the interests of eliminating 
congestion and customer delays at the 
draft cage, for which purposes, we con- 
ceded, mechanical signing seemed to 
have definite advantages. However, 
after full consideration as to how we 
would control the signing operation, 
actual use of a Protectograph check 
signer for test purposes brought us not 
one, but four distinct benefits: better 
control, improved efficiency, customer 
convenience, and the release of officers 
from time-consuming and annoying in- 
terruptions. 

Before describing how this equipment 
is serving us, it would perhaps be well 
to outline briefly the situation which 
confronted us. 

We are located in a shopping and 
thickly-populated residential area, and 
it is natural that we should be subjected 
to heavy lobby activity at certain times 
—especially on Saturday mornings, at 
the noon hour and around the Ist and 
15th of the month. This activity affected 
our draft cage particularly, where we 


By Frank C. Rathje 


President, Chicago City Bank and Trust 
Company, Chicago, Illinois 


issue between 300 and 500 cashier’s 
checks a day. It was with a view of 
eliminating this congestion and the con- 
sequent customer delays that we first 
investigated the possibilities of adopting 
check-signing equipment. 


System Previously Employed 


Under the old system, it was our 
practice to have the tellers in the draft 
cage complete all details of the transac- 
tion with the exception of signing. Then, 
because of the number of people wait- 
ing during these active periods, we 
asked the customer to obtain the officer’s 


‘‘We first investigated me- 
chanical signing in the interests 
of eliminating congestion and 
customer delays at the draft 
cage, for which purposes, we 
conceded, mechanical signing 
seemed to have definite advan- 
tages. However, after full con- 
sideration as to how we could 
control the signing operation, 
actual use of a Protectograph 
check signer for test purposes 
brought us not one, but four 
distinct benefits: better control, 
improved efficiency, customer 
convenience, and the release of 
officers from time-consuming 
and annoying interruptions.’’ 
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‘‘Most important, in our 
opinion, are the controls inher- 
ent in our pre-numbered checks, 
and in the meter built into the 
signing machine. Our cashier’s 
checks are end-stub Protod 
Greenbac, serially numbered in 
advance by the manufacturer, 
providing both our customers 
and ourselves the fullest pro- 
tection against alteration and 
counterfeit. The blank checks 
are kept in the cashier’s vault 
with a sufficient number with- 
drawn each day to meet esti- 
mated requirements. The draft 
teller fills out daily a certifica- 
tion which lists the first and last 
numbers of checks used, the 
number of checks used during 
the day, and must have attached 
to it any instruments which 
have been voided or canceled. 
This certification, with requisi- 
tions for the items issued, the 
listing tape and certification of 
cash are delivered to the auditor 


nightly.” 


signature to the instrument. This was 
not the best procedure, for a number 
of reasons. First, because the officers 
authorized to sign were apt to be oc- 
cupied with other duties at the rush 
periods, or perhaps out of the office; 
and second, since we were making a 
charge for checks, it was an added im- 
position on the customer to perform this 
messenger service and be delayed in the 
process. 

Perhaps we were fortunate in that no 
one ever attempted to substitute a 
fraudulent check for the one issued by 
the draft cage—but we recognized that 
the possibility did exist. However, on 
a good many occasions the customer, 
either through lack of understanding or 
carelessness, did not obtain the officer’s 
signature. This resulted in embarrass- 
ment by calls from payees who naturally 
were concerned that their checks were 
hot signed, as well as added expense 
in correcting the errors. Finally, this 


procedure meant that it was necessary 
to appoint a number of authorized 
signers among our employes; but even 
with several signers, our customers fre- 
quently were delayed, and our officers 
interrupted by a series of minor inter-- 
missions. 

In considering a Protectograph check 
signer as a solution to our problem, we 
admittedly had some hesitation in plac- 
ing upon our draft tellers full respon- 
sibility for signing our official checks. 
However, the subject was placed before 
our auditor, and after careful considera- 
tion the following system was evolved: 


Mechanical Signing System 


First, we decided to devote three ad- 
joining windows to the issuance of off- 
cial checks. The customer, after he 
has filled out a requisition for a cashier’s 
check, hands it in at the first window, 
where a girl examines it for correctness, 
types the check, enters it on the register 
and passes it to the teller at the next 
window. The requisition is given back 
to the customer, who passes to the next 
window and hands it to the teller with 
the cash for payment thereof. This 
teller verifies the cash and check against 
the requisition, lists the amount on an 
adding machine tape, and passes the 
check through an inter-cage window to 
the next teller in the security cage, re- 
turning the stub of the check to the 
customer. At the third window, the 
customer, by showing the check stub, 
receives his check, which the security 
cage teller has signed by Protectograph 
after making a second adding machine 
listing. While the description of this 
procedure may sound unnecessarily 
complex, in actual practice we have 
found that it not only gives us as near 
absolute control as possible, but at the 
same time permits an even flow with a 
minimum of delay to the customer. The 
average elapsed time for each transac- 
tion is less than two minutes. 


Control Features 


Let me point out the control features 
involved. 

First, we have a quick triple check on 
the correctness of the instrument issued. 
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It is prepared by one clerk from the 
customer’s requisition, verified by a sec- 
ond, and issued by a third who also 
proof-reads the instrument. The same 
three people all list the amounts of 
checks issued: the first maintains the 
daily register; the second keeps the 
original requisition and cash and proves 
these against his own adding machine 
listing; and the third totals the checks 
he has signed and issued which prove 
with the others’ records and the count- 
ing mechanism in the signing machine. 
In actual practice, these clerks take sub- 
totals during quieter periods of the day, 
so that if any differences occur, they 
can be promptly reconciled. 

Most important, in our opinion, are 
the controls inherent in our _pre- 
numbered checks, and in the meter built 
into the signing machine. Our cashier’s 
checks are end-stub Protod Greenbac, 
serially numbered in advance by the 
manufacturer, providing both our cus- 
tomers and ourselves the fullest protec- 
tion against alteration and counterfeit. 
The blank checks are kept in the 
cashier’s vault with a sufficient number 
withdrawn each day to meet estimated 
requirements. The draft teller fills out 
daily a certification which lists the first 
and last numbers of checks used, the 
number of checks used during the day, 
and must have attached to it any instru- 
ments which have been voided or can- 
celed. This certification, with requisi- 
tions for the items issued, the listing 
tape and certification of cash are de- 
livered to the auditor nightly. 


Audit Control 


Likewise, the operator of our Pro- 
tectograph signer must certify daily to 
the auditor the total number of items 
signed, listing both the last number on 
the machine’s meter for the previous 
day and that of the current day. This 
counter is non-resettable and automatic- 
ally records every signature impression, 
with the result that the auditors can 
reconcile the two certified reports which 
represent every issuance of a cashier’s 
check which occurred in the day’s busi- 
ness. The machine signature, we be- 
lieve, is our principal protection against 
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forgery, for it is constructed of an exact 
copy of the authorized officer’s signa- 
ture superimposed upon an intricate 
background designed exclusively for us 
and impressed in four colors—a type of 
signature which we understand was in- 
spired by finger-printing and has never 
been successfully duplicated. 

As an added precaution against un- 
authorized signing, the machine is 
equipped with dual locks. The key to 
the master lock which controls removal 
of the signature plate is held by the 
signing officer. The second key which 
controls the operation is under the con- 
trol of the auditor. When the machine 
is locked at the end of the day this key 
is placed in the draft teller’s cash box 
in the vault. 

Aside from the controls enumerated 
above, another feature of the new sys- 
tem which appeals to us is that the 
check does not leave the cage until it 
is issued in completed form to the cus- 
tomer. The elimination of extra 
handling constitutes an additional safe- 
guard. 


‘“We have found also that this 
signing equipment provides 
greater efficiency in handling 
trust department disbursements. 
These checks are prepared by 
addressograph and _ delivered 
with a covering check register 
containing all details as to check 
number, amount and _ trust 
account to the signing teller, 
who shreds the amount line and 
signs by Protectograph. 

‘Particularly in the issuance 
of cashier’s checks, however, we 
believe that we have not only 
eliminated distracting detail 
from the daily pursuits of our 
officers and expedited our cus- 
tomer service, but we have sub- 
stituted controls which provide 
an even greater degree of safety 
than we hitherto enjoyed, and 
which place directly upon the 
draft teller a responsibility to 
which he is entitled and which 
we believe he enjoys.’’ 



































































































































































































































. The 
Federal Reserve Bank 
of Boston 


By 
JosEPH H. TAGGART 


ERE for the first time in book 
form is a complete treatise on 
the history, economic background, 
organization and operation of the 
Federal Reserve Bank of Boston. 
It is one of a series of investiga- 
tions into various phases of bank- 
ing history undertaken by the 
faculty and graduates of Columbia 
University. 


The author, who is on the fac- 
ulty of the University of Kansas, 
is a native of Massachusetts. Be- 
sides a careful study of all of the 
available data, he has supplemented 
his research with personal inter- 
views with officials of the Federal 
Reserve Bank and Boston bankers. 


The book contains 75 tables and 
15 charts. The price is $5 deliv- 
ered. Examine a copy on 5 days’ 
approval. 


Price $5 delivered. 


BANKBERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 


Please send me on approval a copy of 
“The Federal Reserve Bank of Boston” 
by Joseph H. Taggart. At the end of 
5 days I will either remit $5 or return 
the book. 


Bank ... 
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As the cashier’s checks are paid by 
the bank, they go to the auditors for 
inspection the next morning; and if in 
order, are returned to the draft teller’s 
temporary file where they are held until 
his accounts are balanced. Thus, while 
we cannot dismiss any given day’s 
transactions as infallibly free of error 
until all items have been returned, we 
have instituted immediate tallies both 
in the cage and by the auditors, so that 
the chances for mistake or fraud re- 
maining hidden for any considerable 
period are remote. 


Trust Disbursements 


Incidentally, we have found also that 
this signing equipment provides greater 
efficiency in handling trust department 
disbursements. These checks are pre- 
pared by addressograph and delivered 
with a covering check register contain- 
ing all details as to check number, 
amount and trust account to the signing 
teller, who shreds the amount line and 
signs by Protectograph. 

Particularly in the issuance of 
cashier’s checks, however, we believe 
that we have not only eliminated dis- 
tracting detail from the daily pursuits 
of our officers and expedited our cus- 
tomer service, but we have substituted 
controls which provide an even greater 
degree of safety than we hitherto en- 
joyed, and which place directly upon 
the draft teller a responsibility to which 
he is entitled and which we believe he 
enjoys. 

© 


AMERICA was built the hard way, not 
the easy way. Everything we have—our 
freedom, our prosperity, our security, 
our privilege of living our lives as we 
see fit and pursuing happiness in our 
own way—was won because somewhere 
along the line there were men who were 
willing to do things the hard way. Those 
things can be kept only as they were 
won—the hard way.—Donald M. Nel- 
son, Director of Purchases, Office of 
Production Management, Washington, 
D. C., in a recent address. 





ee | 


Fie 8 el ee ee oe Ge Gee |e 


Public Service and 


Consumer Credit Costs 


N making up your cost sheet for con- 
sumer or personal loans, you cannot 
truthfully list the cost of money as 

zero. But even if you could, I want to 
point out that money cost is a small 
part of the charges you must list in 
arriving at a rate for consumer lending. 
If you lend a man $1,000 for twelve 
months to be repaid in twelve succeed- 
ing monthly instalments of $83.33 each, 
you have outstanding a sum equal to 
$541.67 for a period of twelve months. 
If your money costs you 114 per cent, 
your cost of money in this transaction 
is not 1% per cent of $1,000, or $15. 
It is 14% per cent of $541.67, or $8.13. 

If your competitor considers that his 
demand money costs him nothing, and 
he cuts his rate 114 per cent below your 
tate, there is an assumed difference in 
money costs on a $1,000 loan of $15; 
whereas it is only $8.13 at best. If 
he has cut his rate from 6 per cent to 
41% per cent because he thinks your 
money costs you 11% per cent more than 
his, then he is already 46 per cent 
wrong in his number one step. He can’t 
be 46 per cent wrong often and remain 
in the banking business or make money 
or render service. 

The next step is to figure the costs 
of space—including rent, heat, light, 
janitor service, taxes, insurance, depre- 
ciation—and other overhead. No two 
people will agree on this cost, but no 
one can truthfully or intelligently hold 
that it is not a material cost even if one 
is not using it. You can’t figure that 
a dozen oranges in your pantry cost you 
nothing just because you don’t eat them. 
Then comes personnel—officers, dis- 


By Thomas C. Boushall 


President, The Morris Plan Bank of 
Virginia, Richmond, Va. 


count clerks and tellers. A collection 
department is required, as well as tele- 
phone, stationery and postage. And if 
you plan to render any service or join 
the army of aroused banks waging the 
battle for the maintenance of private 
enterprise versus the prospect of bureau- 
cratic banking, you will have to adver- 
tise and spend money for acquisition, 
whether it be among your customers 
only, just in your lobby, or out upon 
the highway. 


THOMAS C. BOUSHALL 
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‘The public doesn’t want 
cold money. The man in the 
street wants a sympathetic hear- 
ing of his problem, an under- 
standing appreciation of his cir- 
cumstances, and intelligent solu- 
tion to his difficulty, an encour- 
aging expression of confidence in 
his character, and a proper re- 
spect for his earning power in 
the presence of the all but magic 
catalyst of time. You can’t give 
that kind of service at a reduced 
rate of discount because you 
mistakenly believe that your 
money costs are low and that 
your left rear lobby and plat- 
form would be idle anyway,’’ 
warns Mr. Boushall in the 
accompanying portion of his 
recent address at the ABA Con- 
sumer Credit Conference. 


Experience Summary 


The summary of the experience of a 
group handling over five million loans, 
representing over two and a half bil- 
lion dollars of instalment credit to the 
man in the street, is that they have 
never been able to make any money 
on a comaker loan under $200, even 
with a 6 per cent per annum discount 
rate plus a 2 per cent service charge. 
They have been lucky to break even on 
the $200 bracket. Only in the brackets 
above $200 have they found a profit. 
A sizable proportion of the gross profit 
from that higher volume has been used 
in absorbing the loss on the vast num- 
ber of loans under $200 that they and 
you too must make as a matter of pub- 
lic policy. 

There is a fundamental point involved 
here that is tied directly into the pub- 
lic relationship of each individual bank 
in the nation—and the total of these 
relationships affects the future of the 
whole banking structure. 

The rate of interest set to be charged 
to the public on consumer loans—i. e., 
loans to the individual in whatever 
amount or for whatever purpose—must 


not relate solely to the individual credit 
and the amount of it, but to the total 
picture of consumer lending. 

As a matter of public policy, banks 
should arrange to handle loans from 
$50 on up, collateralized only by char- 
acter, by comaker or by marketable as- 
sets. Else we fail to serve the total 
public. 

It is neither feasible nor possible to 
charge the $50 borrower the total cost 
of making his loan. The rate would 
have to be approximately 25 per cent 
discount. Rather you must of necessity 
maintain your rate on the higher 
bracket, better risk loans at a figure 
approximating 6 per cent discount if 
you are going to make the smaller, less 
desirable loans at approximately 6 per 
cent discount. By so doing you may 
gain a margin from the higher bracket 
loans to offset your operating loss in 
your smaller loans. Otherwise you will 
either lose money on your total lending 
or you will refuse to make the smaller 
loans. 


Over-All View Essential 


If you insist upon taking only the 
cream loans at preferentially low rates, 
and thus exclude the general public be- 
cause you cannot then make smaller 
loans without total loss, you will create 
vast ill-will toward banking at just that 
critical hour when banking needs every 
ounce of public good will that it can 
corral, 

If you fail to see the over-all picture 
in your program of public lending, you 
will best serve the cause of preserving 
private chartered banking and the main- 
tenance of the American system of pri- 
vate enterprise by refraining from enter- 
ing or by withdrawing from the field. 

Let me tell you this also. Never fool 
yourself on your rates related to your 
volume and say to yourself that on a 
3 per cent discount basis you are earn- 
ing close to a 6 per cent yield. That’s 
a theory. If you want proof of it, for- 
get your earnings related to volume. 
Instead figure your collected income re- 
lated to your outstanding dollars in- 
vested in instalment loans. If you will 
deduct your true expended costs from 


16 THE BANKERS MAGAZINE for July, 1941 





7; oO 


em <- 0 


a aN ee ee ee od ol alt” Lah a” ie Megas | ie 


your actual collected dollars and throw 
your slide rule estimates of return in 
the waste basket, you will learn in a 
hurry that the question of renting out 
and collecting money at retail is just 
as much more expensive over whole- 
saling the use of funds as is the sale 
of oranges dealt out six at a time over 
a counter to a housewife at a corner 
grocery, with all the expense of the 
necessary intermediate steps as com- 
pared with handling oranges in carload 
lots. Nor is one of these added retail 
costs missed in the parallel between re- 
tail and wholesale banking. 


Rate-Cutting Fallacy 


Any banker who sets out on the 
theory that he can cut rates on retail 
lending and thus develop volume at a 
profit while seeking to render a service, 
is proceeding on a fallacy that is a 
prima facie denial of his qualification 
as banker. It is not the cost of money 
that enters materially into consumer 
credit either from the lending banker’s 
viewpoint or from that of the borrowing 
public. The real issue is one of service 
rendered and service received. If you 
as a banker render that service, it costs 
you money to do so; and if you as a 
licensed bank do not put that cost in 
your rate, plus a reasonable and equita- 
ble profit directly related to the service 
rendered, your charter should be re- 
voked and your license rescinded for 
two reasons: First, you are running an 
unsound bank, and the only reason you 
may not wreck your institution is that 
you will not do enough consumer lend- 
ing business to destroy the profit you 
make in Government bond trading or 
other activities. Second, you are forc- 
ing a reduction of interest upon the 
other banking institutions of your com- 
munity which thereby are forced to 
curtail their service for lack of collect- 
ing overhead and a profit adequate to 
justify a broad general service to the 
public. You have started a vicious 
downward spiral of contracting service 
operating to keep people out of your 
lobbies, and resulting in building higher 
and higher the resentment of the public 
toward banks. All this develops be- 
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cause you have not seen that it is serv- 
ice the people want, not sacrifice of 
profit; and, too, because you cannot 
perhaps visualize a brand of service 
worthy of a charge above the theoreti- 
cal cost of cold money. The public 
doesn’t want cold money. The man in 
the street wants a sympathetic hearing 
of his problem, an understanding ap- 
preciation of his circumstances, an in- 
telligent solution to his difficulty, an 
encouraging expression of confidence in 
his character, and a proper respect for 
his earning power in the presence of 
the all but magic catalyst of time. You 
can’t give that kind of service at a re- 
duced rate of discount because you mis- 
takenly believe that your money costs 
are low and that your left rear lobby 
and platform would be idle anyway. 


Provide Responsive Counsel 


If banking is going out to sell the 
man in the street on value, usefulness, 
and a defendable desirability of private 
banking, it can’t be done at cut rates. 
You must advertise freely and fully to 
advise the public that you have the serv- 
ice and want to render it. You must 
have a trained, intelligent, sympathetic 
staff that knows a great deal about 
human nature and the experiences of 


“Tf you insist upon taking 
only the cream loans at prefer- 
entially low rates, and thus ex- 
clude the general public because 
you cannot then make smaller 
loans without total loss, you will 
create vast ill-will toward bank- 
ing at just that critical hour 
when banking needs every ounce 
of public good will that it can 
corral. 

“If you fail to see the overall 
picture in your program of pub- 
lic lending, you will best serve 
the cause of preserving private 
chartered banking and the main- 
tenance of the American system 
of private enterprise by refrain 
ing from entering or by with. 
drawing from the field.’’ 








human beings in the gamut of their 
daily lives. You have got to have loan 
officers and not order takers. You must 
provide responsive counsel of proved 
ability, not just a series of sounding 
boards or sections of a dumb unrespon- 
sive wailing wall. 


In plain frankness, let me say just 
this: If you seek to cut rates as your 
means of securing numbers of custom- 
ers and volume of business, you are 
substituting money, in the form of an 
unnecessary and uneconomic loss on 
your operations, in lieu of banking 
brains. The public wants you to ren- 
der competent service for the man in 
the street so that he may be properly 
and adequately counseled and guided in 
his financial problems. The man in the 
street stands ready to pay this charge 
so long as it covers cost plus a reason- 
able and conscionable profit. He will 
pay a proper charge for the recognition 
of his dignity, the acceptance of his 
character, and the proper respect for 
his earning power. If you respectfully 
charge him 6 per cent discount, he ac- 
cepts it as proper; but if you sneeringly 
grant him a loan at 3 per cent discount, 
he’ll vote you into a governmental status 
the first chance he gets. 

In summary, the burden of my re- 
marks is that the man in the street is 
not only of utmost importance to you 
who are interested in this especial phase 
of banking, but is of critical concern 
to the whole banking structure. You 
who are handling now, or will handle, 
the consumer credit function of your 
bank, stand almost as Horatio alone at 
the head of the bridge; for upon your 
successful accomplishment can depend 
the whole defense of the system of pri- 
vate chartered banking and in turn the 
fate of the whole American system of 
private enterprise. 

But to implement the economic de- 
mocracy of today and to enable it to 
pick up its slack when peace returns, 
is not to be done on the basis of rates; 
but essentially and fundamentally on 
the basis of the service rendered, the 
quality of that service, and the spirit in 
which it is performed. 
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The man in the street holds the key 
to our future. The objective of banking 
should be to woo and win his favor 
through the fuller implementing of the 
whole process of our American economy 
and society. Thus banking in its own 
interests and those of the whole nation 
can and must render the fullest possible 
measure of public service. 


c 
SCHOOL SAVINGS VALUES 


In teaching thrift through the agency 
of the school savings bank, the educa- 
tional value is multiplied in that the 
thrift training becomes organized, sys- 
tematic, and is continuous. Its greatest 
claim as an educative process lies in 
the fact that it is so very practical. It 
is active, it appeals to the pupil because 
it has to do with real money which he 
recognizes as one of the most potent 
factors in his present affairs and in his 
future, especially as he approaches and 
then finds himself in the years that re- 
quire his selection of the plans that will 
determine the future. 

There is no activity in the school that 
offers the same educational service as 
the school savings bank. Its direct re- 
lation to the child’s everyday life makes 
easy arousing his interest which is es- 
sential to every successful attempt in 
education. The visual aids found in 
possessing the deposit slips, the deposit- 
ing of real money, the pride of posses- 
sion, the reaction that results from see- 
ing something—in this case the account 
—grow, the permanency of the result 
especially when withdrawals are not en- 
couraged and the process of withdraw- 
ing is not made easy, the knowledge 
that the account itself has earned in- 
terest—all these factors have for the 
child values in education which few, if 
any, other activities possess in like de- 
gree. In the school savings bank are 
found possibilities that the alert edu- 
cator will welcome once he becomes 
aware of them.—J. Henry Holloway, 
principal, New York School of Print- 
ing, New York City, in a recent ABA 
Regional Conference address. 
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The Federal Reserve’s 


Monetary Control Plan 


(Part IV) 


LTHOUGH it is quite likely that the 

proposals of the Federal Reserve 

System will not be acted upon 
within the near future, there is great 
speculation on the part of numerous 
money market analysis as to the attitude 
of Congress in regard to such recom- 
mendations. Under present circum- 
stances, it should not be so difficult to 
determine this answer. Whereas the 
adoption of a number of the proposals 
of the Federal Reserve System requires 
specific legislative action on the part 
of Congress, and others are just recom- 
mendations for the attainment of a 
sounder fiscal and monetary policy 
under present economic and credit con- 
ditions, there are two features in the 
report which may well determine the 
viewpoint of Congress in reference to 
their consideration of such suggestions. 
They are the proposals in regard to: 
(1) The power of the President to 
further devalue the dollar; and (2) The 
use of the Stabilization Fund. 

The above two powers, held by the 
President and the Treasury, respectively, 
expired on June 30, 1941. 

The renewal and extension of such 
powers on the part of Congress is a 
definite indication that the Treasury and 
not the Reserve authorities will occupy 
the major role of overseer of the money 
market. If Congress had approved of 
the Reserve System proposals, all that 
would have been necessary, was to let 
the above two powers expire on June 30 
rather than renew them. This would 
not have required new legislation, and 


By Gusried Freund and 
Harold Dewey 


it would have shown that Congress 
thought such powers either dangerous or 
unnecessary under present conditions. 
The fact that such powers were extended 
seems to indicate that Congress does not 
feel that the situation is as grave as the 
Reserve report suggests. 


Some Proposals Adopted 


Another important consideration, 
which most individuals seem to over- 
look, is the fact that a number of the 
suggestions, other than those calling for 
definite legislation, have already been 
placed into operation and have, there- 
fore, conformed to the proposals set 
forth by the Federal Reserve authorities. 
This is especially so in the case of the 


In the accompanying article, 
the authors summarize the con- 
clusions arrived at in the three 
preceding articles in this series 
(April, May, and June, 1941, 
issues of THE BANKERS 
MAGAZINE). 

Mr. Freund, a frequent con- 
tributor to this magazine, is a 
member of the Research Depart- 
ment of the Institute of Inter- 
national Finance of New York 
University, and Mr. Dewey has 
a background of considerable 
financial experience. 
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‘‘Although the proposals of 
the Federal Reserve authorities 
are all signals of the dangers in- 
herent in our monetary, fiscal, 
and credit structure at present, 
they have been advanced at a 
time when it would not be 
feasible, from the viewpoint of 
this country’s defense effort, to 
adopt some of them. The pro- 
posals deal primarily with the 
monetary aspects of the situa- 
tion in this country, and have 
failed in great part to correlate 
this factor with other develop- 
ments taking place in the United 
States.’’ 


fourth recommendation of the report 
which reads: 

“The financing of both the ordinary 
requirements of Government and the 
extraordinary needs of the defense pro- 
gram should be accomplished by draw- 
ing upon the existing large volume of 
deposits rather than by creating addi- 
tional deposits through bank purchases 
of. Government securities. We are in 
accord with the view that the general 
debt limit should be raised; that the 
special limitations on defense financing 
should be removed; and that the Treas- 
ury should be authorized to issue many 
types of securities (including fully tax- 
able securities) which would be espe- 
cially suitable for investors other than 
commercial banks.” 

In summing up, therefore, it may be 
said that although the proposals of the 
Federal Reserve authorities are all sig- 
nals of the dangers inherent in our 
monetary, fiscal, and credit structure at 
present, they have been advanced at a 
time when it would not be feasible, 
from the viewpoint of this country’s 
defense effort, to adopt some of them. 
The proposals deal primarily with the 
monetary aspects of the situation in this 
country, and have failed in great part 
to correlate this factor with other de- 
velopments taking place in the United 
States. 

Control over price inflationary ten- 









dencies in this country will come from 
directions other than credit control, 
namely price fixing, rationing, priorities, 
and taxation, to mention a few, and it 
is quite unlikely that the supply of 
funds and the potential supply of funds 
will be reduced by legislative action. 
This is due to the fact that many people 
feel that the existence of a huge supply 
of loanable funds is essential in order 
to insure the success of the defense pro- 
gram, and that the powers in the hands 
of the Office of Production Manage- 
ment and the Office of Price Adminis- 
tration and Civilian Supply are suffi- 
cient to avert a sharp upward price 
spiral in this country. 

Thus an analysis of the Board’s pro- 
posals has brought to light the follow- 
ing conclusions, based on the assump- 
tion that the powers. requested by the 
Federal Reserve System were granted: 

1. The adoption of the proposals 
would probably leave interest rates rela- 
tively unchanged, and the prospect of 
eliminating inflation from monetary 
sources would not be fully solved, while, 
at the same time, the Federal Open 
Market Committee would gain complete 
and sole control over the money market. 

2. Although the adoption of the pro- 
posals would drastically reduce the 
supply of funds, while, -at the present 
time, demand is increasing, one can be 
certain that the future trend of money 
rates will be determined to a large de- 
gree by the credit needs of the Govern- 
ment. 

One should, therefore, not be too 
optimistic about any rise in money rates 


as a result of the adoption of the Board’s © 


recommendations, since the Treasury, 
facing the task of defense financing and 
refunding, is likely to have a great deal 
to say in determining what the cost of 
governmental borrowing will be. 


Reserves Control Limitations 


3. Even if the Open Market Com- 
mittee were to wipe out the excess re- 
serves of the member banks, and re- 
quired non-member commercial banks 
to maintain minimum balances against 
their demand and time deposits, and the 
powers of the President and Treasury 
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over the money market were repealed, 
the threat of inflation from monetary 
. causes would not be wiped out. 

If the present total of deposits were 
to be turned over at the 1928 rate, and 
at a time when certain types of durable 
consumer goods are being curtailed in 
order to speed up output of war mate- 
rials which have no commercial market, 
the price structure would move upward 
unless controlled. Thus, although the 
wiping out of the present total of excess 
reserve balances would alleviate the fear 
of a runaway price inflation attributable 
to any undue extension of credit, the 
existence of such huge volume of pur- 
chasing power over which there is no 
control indicates that the means of con- 
trolling inflation will be. through chan- 
nels other than monetary and credit 
control. 

4. On the basis of the reserve posi- 
tion of the member banks during Janu- 
ary, 1941, the member banks would be 
left with $5,708,000,000 of excess re- 
serves if reserve requirements were 
raised to the proposed statutory mini- 
mum, and a deficiency of $2,923,000,000 
of required reserves, if requirements 
were raised to the new statutory maxi- 
mum. 

In addition, the New York banks 
would be the hardest hit of all since 
they would not only be deficient in re- 
quired reserves by an amount equal to 
$1,167,000,000, but they would also be 
faced with the likelihood of the with- 
drawal of inter-bank balances to the 
extent of $401,000,000, from the New 
York banks to the country banks in 
order that the latter might adjust their 
reserve position to the new level of 
reserve requirements. 


Non-Member Reserves Problem 


5. The possibility that non-member 
commercial banks would be required to 
maintain reserves at the Federal Reserve 
banks against their demand and time 
deposits would lead to a still further 
reduction in inter-bank balances, further 
aggravating the reserve position of the 

1See Part II of this series of articles, in 
Tue Banxers Macazine for May, 1941. 
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Central Reserve and Reserve 
Banks. 

On the basis of figures published 
in the annual report of the Federal De- 
posit Insurance Corporation for the 
year ending December 31, 1939, the 
non-member insured commercial banks 
would probably sell securities or draw 
on their inter-bank balances to the ex- 
tent of $673,381,000 if they had to con- 
form to the conditions of the new pro- 
posal. This figure is based upon the 
assumption that the reserve requirements 
for such banks will average 20 per cent 
against their demand deposits.” 

6. The huge amount of new financing 
and refunding of Government obliga- 
tions in the near future and the major 
role which the Treasury is likely to 
occupy in such financing is a better 
than fair indication that any legisla- 
tion or action by Congress will be mo- 
tivated by the suggestions and needs of 
the Treasury. 

7. Despite the fact that the repeal of 
the powers of the President and Treas- 
ury over the money market would be a 
wise step, one that has been advocated 
time and time again, such action does 


City 


*See Part II of this series of articles, in 
Tue Bankers Macazine for May, 1941. 


*‘Control over price inflation- 
ary tendencies in this country 
will come from directions other 


than credit control, namely 
price fixing, rationing, priori- 
ties, and taxation, to mention a 
few, and it is quite unlikely that 
the supply of funds and the po- 
tential supply of funds will be 
reduced by legislative action. 
This is due to the fact that many 
people feel that the existence of 
a huge supply of loanable funds 
is essential in order to insure the 
success of the defense program, 
and that the powers in the hands 
of the Office of Production Ad- 
Management and the Office of 
Price Administration and Civil- 
ian Supply are sufficient to avert 
a sharp upward price spiral in 
this country.’’ 
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Reconstruction 
Finance Corporation 
Loans to the 
Railroads 


By 
HERBERT SPERO 


Department of Economics 
College of the City of New York 


‘THIS book is a study of Recon- 

struction Finance Corporation 
financing of near-bankrupt rail- 
roads in the depression years 1932- 
1937. It deals with the funda- 
mental difficulties of the nation’s 
railroad system and of the weaker 
carriers in particular. It empha- 
sizes the various purposes for 
which the Reconstruction Finance 
Corporation was created and the 
diverse uses to which the corpora- 
tion’s funds were put. 

It provides a detailed analysis 
of the basic financial ills of the 
St. Louis-San Francisco, the Chi- 
cago and Eastern Illinois, the New 
York, New Haven and Hartford, 
the Missouri Pacific, the Chicago, 
Milwaukee, St. Paul and Pacific, 
the Denver and Rio Grande West- 
ern, and the Chicago and North 
Western. The analysis is amply 
supported by statistical data. The 
policy of the Interstate Commerce 
Commission in approving Recon- 
struction Finance Corporation aid 
to these lines is then’ studied. 

The author’s conclusion is sig- 
nificant for its statement of the 
new relationship of the Govern- 
ment to debtor roads and for its 
criticism of governmental policy. 


Bankers Publishing Co., = 
| 465 Main Street, Cambridge, Mass. I 


| Please send me on approval a copy ot | 
“RFC Loans to the Railroads” by Herbert 
| Spero. At the end of 5 days I will either | 
1 remit $3.50 or return the book. i 
! | 
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not carry with it the importance today 
that it would have in the past. Such 
powers were granted to the Treasury 
and the President for the purpose of 
bringing about a higher level of busi- 
ness activity and were not intended to 
be used during a period of business pros- 
perity. Such powers. were granted at a 
time when the general feeling prevailed 
that an easy money policy and a decline 
in the value of the dollar in terms of 
gold would tend to raise prices and 
stimulate business activity. It seems 
unlikely that the Treasury or the Presi- 
dent would utilize the remaining powers 
in view of the fact that past experience 
has shown that such a policy has not 
been successful in attaining the desired 
ends and in view of the spur to business 
and the upward movement of prices 
brought about by the defense program. 


Direction of Control 


8. Control over inflationary price 
movements will come not so much from 
monetary and credit channels as from 
the direction of production, distribution 
and consumption (namely, priorities, 
price control, rationing, taxation, etc.) 

9. If the necessity arises, the Govern- 
ment will not hesitate to sell bonds to 
the banks, and justifiably so, if the sale 
of obligations to others than banks does 
not provide funds in an amount suff- 
cient to carry on our defense program. 
Although such a situation would not 
be a favorable one, it still would not 
mean price inflation if the other con- 
trols mentioned above are used properly. 


© 


Even though styles in loans are chang- 
ing and increased effort is being used 
to develop special types of more profit- 
able business, the standards of a bank 
credit department are unchanged. Com- 
prehensive credit information must be 
obtained in every case, and kept in 
ordered credit files. Here the informa- 
tion is arranged for ease and careful 
interpretation. “Thoroughness” is the 
only by-word of all credit activity.— 
Roy A. Foulke, Manager, Specialized 
Repert Department, Dun & Bradstreet, 
Inc., New York City, in a recent address. 





Meeting Competition in 


Financing Agriculture | 


N the depths of the depression in 

1932-33, farmers required produc- 

tion credit because they could not 
stop operations but most banks were 
unable or unwilling to lend. In this 
desperate situation there were two al- 
ternatives. One was to expand strictly 
governmental lending agencies to meet 
the emergency. The second alternative 
was the establishment of a new per- 
manent agency designed to mitigate and 
if possible to prevent the recurring dis- 
astrous contractions in agricultural 
credit. The choice of Congress was the 
latter and the Production Credit system 
was created to enable individual farmers 
in any region to reach investors through 
the Federal Intermediate Credit Banks. 

In considering PCA competition, it 
is well to remember that the reason for 
their establishment was that banks have 
not given good farmers an adequate and 
dependable supply of production credit 
adapted to their business and at reason- 
able cost. It seems to me that banks 
have got to learn to live with and com- 
pete with PCA’s or else abandon the 
field of agricultural credit to them. If 
the PCA’s were eliminated at the present 
time, they would undoubtedly be re- 
placed by a socialized Government lend- 
ing agency, a result which would be 
unfortunate for all concerned. There 
is real danger of efforts in that direc- 
tion if projected plans for socializing 
the Federal Land Bank System are suc- 
cessfully carried out. 

I believe that bankers can meet the 
competition of the PCA’s and get a fair 
share of the good agricultural business 
if they really want to do so. Farm 
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By William I. Myers 
Head of Agricultural Economics and Farm 


Management Department, New York 
State College of Agriculture 


paper looks good now in comparison 
with the low yields on safe investments. 
I believe it will continue to compare 
favorably with such investments over a 
period of years. 


Bank Advantages 


Banks have important advantages 
over other credit agencies but it seems 
to me that bankers have been exces- 
sively modest in bringing these good 
points to the attention of prospective 
customers. Let’s consider a few of these 
advantages that seem to me to be worthy 
of emphasis. 

Banks can give quick service on loans 


‘*Many bankers were too com- 
placent and needed the irrita- 
tion of competition to stimulate 
them to do an effective job in 
agricultural credit. Go out and 
beat your competition by doing 
a better job! If you can’t lick 
the P. C. A.’s, join them at 
least to the extent of studying 
their practices and adopting 
those which seem to be sound 
and effective,’’ suggests Dr. 
Myers in the accompanying 
portion of his address at the 
recent New York State Bankers 
Association convention. 








































































































































































































































































‘‘Times have changed and it 
is no longer possible for bank- 
ers to settle back and wait for 
the good farm business to seek 
them out. Most of it never will 
because more active competitors 
will get there first. It is usually 
best to start with the present 
customers of the bank. A study 
of these cases will reveal many 
instances where additional bank 
credit can be wisely used to re- 
place other credit with profit 
to both the farmer and the bank. 
It is highly important to make 
every effort to see that present 
borrowers are satisfied, because 
a pleased customer is the best 
source of new business.’’ 


because of their self-contained opera- 
tions. 

Banks operate informally with no un- 
necessary red tape. This doesn’t mean 
the elimination of financial statements 
and other credit information essential 
to the making of sound loans. 

Banks provide checking accounts and 
other essential business services as well 
as credit, and all are available in one 
office. 

Banks are convenient of access. One 
or more chartered banks are within easy 
reach of most farmers. 

Banks have the greatest opportunity 
for flexibiilty in meeting the varying 
credit requirements of different borrow- 
ers on a constructive basis. While not 
always taken advantage of, the possi- 
bility of varying terms and interest rates 
to meet the requirements of different 
sizes and types of farm loans can be 
made a valuable asset. 

Some farmers prefer to do business 
with private organizations rather than to 
become members of codperatives. Just 
as more than one church is needed in 
most communities, both private and co- 
operative business are required to meet 
the demands of good farmers. 

Banks do not require the purchase 
of stock in the making of loans. 

Most banks do not charge inspection 
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fees to equalize the cost between small 
and large loans. 


Competitive Factors 


If country bankers really want to get 
a fair share of the good farm business 
there are several important factors to 
which they should give thoughtful con- 
sideration: 


1. Make farm loans for the period re- 
quired for their orderly repayment from 
the operating income of the enterprise. 
The provision of terms of credit suited 
to the needs of farming is of primary 
importance. Any banker who continues 
to insist on three or four months’ loans 
when six or eight months are required 
to grow and market the product will 
continue to see the most desirable busi- 
ness go tu other agencies which provide 
appropriate terms. 

2. Make farm loans primarily on the 
basis of the repayment capacity of the 
farmer with collateral considered only 
as additonal security. The real secu- 
rity behind farm loans is the capacity 
for repayment since most farm collateral 
cannot be liquidated without selling 
out the farmer. In order to obtain ade- 
quate information on the ability of a 
farmer to repay it is essential to obtain 
an operating statement of his business 
as well as a credit statement. 

3. Make farm loans on a budget basis 
in cases where the amount borrowed jus- 
tifies the extra labor involved. This 
practice permits the farmer to reduce 
his credit costs by borrowing in instal- 
ments as required to meet production 
costs. It also has the advantage of giv- 
ing a greater measure of safety to the 
bank because of the assurance that 
through planned financing of the entire 
farm operation the credit will be used 
for the purpose for which it was ob- 
tained. Every effort should be made to 
handle the entire credit requirements of 
good farmers so as not to force them to 
use merchant credit, in part, at high 
cost. 


Farm Knowledge Essential 


4. Have agricultural credit handled 
by a man who knows farming and farm 
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management as well as banking. The 
safe extension of credit to farmers re- 
quires knowledge of farming and of the 
principles of farm management as well 
as of the principles of credit. It is not 
enough that the bank officer in charge 
of farm credit was born on a farm many 
years ago. Conditions have changed 
and in present commercial farming a 
knowledge of the principles of business 
management of farms is essential. 

A few banks have found it worthwhile 
to hire men trained in farm manage- 
ment and experienced in agriculture to 
handle their farm business. This move- 
ment will grow but the advisability in 
any particular bank depends on the 
present and prospective volume of farm 
business. Some banks already have an 
officer with farm experience who is 
qualified or can qualify through study 
of modern farm management. Some 
banks use an experienced and qualified 
farmer director on a part-time basis be- 
cause the volume of farm credit does 
not justify the employment of a full- 
time man. Some banks do_ nothing 


about this matter because their farm 
business is not important enough to 


justify the effort or because better op- 
portunities exist in other fields. 


Go After Business 


5. Go after the good farm business. 
Times have changed and it is no longer 
possible for bankers to settle back and 
wait for the good farm business to seek 
them out. Most of it never will be- 
cause more active competitors will get 
there first. It is usually best to start 
with the present customers of the bank. 
A study of these cases will reveal many 
instances where additional bank credit 
can be wisely used to replace other 
credit with profit to both the farmer 
and the bank. It is highly important 
to make every effort to see that present 
borrowers are satisfied, because a 
pleased customer is the best source of 
new business. 

In many cases it will be found worth 
while to make up a list of good pros- 
pects not now customers to be contacted 
either personally or by mail. Such a 
list can be developed through inquiry 
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of present customers, dealers, and 
others, and should be checked carefully 
to make sure it includes only those to 
whom the bank can extend credit if 
they should apply. Advertising the 
service of the bank to men who are 
unable to qualify may create ill will 
instead of good. 

One of the most effective means of 
getting good agricultural credit business 
is through active codperation with 
county agents, the extension service, 
agricultural teachers, and other agen- 
cies working for agricultural welfare. 

In some of the larger states like New 
York, in which agriculture is an im- 
portant business, it would seem worth- 
while to consider the employment of a 
man with special training and qualifica- 
tions in the field of farm credit on the 
staff of the state bankers association to 
assist in the further development of bet- 
ter credit relationships between farmers 
and bankers. Such a man could assist 
the agricultural committee in carrying 
on its program by working with inter- 
ested bankers in all parts of the state, 
and thus supplement the effective work 


‘‘In many cases it will be 
found worth while to make up 
a list of good prospects not now 
customers to be contacted either 
personally or by mail. Such a 
list can be developed through 
inquiry of present customers, 
dealers, and others, and should 
be checked carefully to make 
‘sure it includes only those to 
whom the bank can extend credit 
if they should apply. Advertis- 
ing the service of the bank to 
men who are unable to qualify 
may create ill will instead of 
good. 

“One of the most effective 
means of getting good agricul- 
tural credit business is through 
active codperation with county 
agents, the extension service, 
agricultural teachers, and other 
agencies working for agricul- 
tural welfare.”’ 








of A. G. Brown and D. H. Otis of the 
American Bankers Association in the 
national field. 


Stay With Customers 


6. Do not make an effort to get farm 
loans unless you are willing to finance 
good operators in bad times as well as 
good. It will take a long time to live 
down the ill will generated by the fail- 
ure of bankers to finance good farmers 
during the depression years of 1932-34. 
The organizers of PCA’s were largely 
drawn from this group. Since farmers 
require credit in: bad times as well as 
good, it is foolish to go into agricul- 
tural credit in a serious manner unless 
a banker is willing to stay with good 
customers through thick and thin. The 
first requisite is courage. It is also 
wise to arrange rediscounting facilities 
in good times and use them if necessary 
to finance good farmers when deposits 
decline. 

The greatest challenge and oppor- 
tunity in agricultural credit is to get 






The Challenge to Bankers 


the production financing of farms on a 
better business basis. For farmers this 
means buying credit from credit insti- 
tutions such as banks or PCA’s at a 
reasonable cost rather than from mer- 
chants and machine dealers at a high 
cost. This program is in the public in- 
terest because it is better for farmers, 
for bankers, and for merchants. 

Nothing is to be gained by complain- 
ing about PCA competition. While 
competition is irritating, their establish- 
ment was due to the inadequacies of the 
private banking system. Furthermore, 
PCA’s help banks by spreading part 
of the risk in farm financing over a 
wider area and thus assist in stabilizing 
agricultural credit conditions. Many 
bankers were too complacent and 
needed the irritation of competition to 
stimulate them to do an effective job in 
agricultural credit. Go out and beat 
your competition by doing a better job! 
If you can’t lick the PCA’s, join them 
at least to the extent of studying their 
practices and adopting those which seem 
to be sound and effective. 


HE days ahead are to be even more modern than those 
we are experiencing today. If we as bankers can keep 
our concepts as modern as the times, if we can envision 







ourselves as constructive servants of a dynamic society and 
a moving economy, and present that concept acceptably to 
the people, we can preserve our status of private banking 
versus governmental financial bureaucratic services. We 
can be the sea-wall that protects all private enterprise. As 
men of high fidelity, courage, vision, and service, we can 
help America unite with the other democracies to win this 
war, defeat tyranny, and lay the ancient ghost of slavery. 
We can have been a large force in making this once again 


a free world of free men most happily evidenced in this, © 


the freest and best of all lands. Here is a great challenge to 
a great group. I believe we shall emerge from it with a 
great record and a greater public appreciation of the place 
modern banking will have won for itself in a modern world. 
—Thomas C. Boushall, President, The Morris Plan Bank 
of Virginia, Richmond, Va., in a recent address. 
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Present and Future 


Banking Considerations 


HE uncertainties that arise in the 

course of wholesale armed conflict 

such as that now going on are up- 
setting to all of us. Particularly do 
they disturb us bankers who, because 
we have custody of so much of the na- 
tion’s wealth, must assume responsibil- 
ity for financing unusual expansion and 
expenditures for the defense of our na- 
tion; who, because we deal in dollars 
and other symbols of value, are most 
vulnerable to unsettling events that can 
affect adversely the worth of those sym- 
bols; and who, because we deal pri- 
marily in other people’s wealth, must 
share responsibility for the difficult task 
of readjustment and orderly liquidation 
after the conflict in the midst of a dis- 
organized, impoverished, and disheart- 
ened world. 

I should like to appraise the condi- 
tion of our banking system as we pre- 
pare to throw its full resources behind 
the defense effort and the program of 
aid to the democracies that now occupy 
our attention. I should like also to 
suggest a few considerations that should 
govern our decisions during the months 
to come. Finally, I shall look briefly at 
the prospects for successful readjust- 
ment of the banking business at the 
conclusion of the present period of ex- 
traordinary activity. 


Banking in Good Condition 


In my judgment, the banking system 
is in excellent condition to undertake 
successfully the task that lies before it. 
The breathing spell of the last seven or 
eight years, though it had some real dis- 
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advantages and worked some irksome 
hardships, at least gave us time to gird 
up our loins, clean out our banks, and 
gather strength for the task that lies 
ahead. 

Structurally, the banking system is 
on an eminently sound footing. We 
find the national system and the state 
systems working harmoniously together, 
their independence preserved despite 
the threat of unification that came with 
the 1933 banking holiday. We see a 
system greatly invigorated by the large 
scale pruning of its weaker units dur- 
ing past years through failures, mergers, 
and . voluntary liquidation—its _indi- 
vidual units given new life and _re- 
habilitated through the injection of new 
capital funds and in many cases by 
FDIC financial aid, so that their mill- 
stones of worthless assets could be 
thrown off, and their depositors be given 
again real protection in the form of 
valuable assets and reasonable capital 
accounts. 

The examinations of insured commer- 
cial banks during 1940 showed an im- 
provement in quality of each of their 
major types of assets, extending a trend 
that has been in evidence during the 
seven years of deposit insurance and 
supporting our belief that the banks are 
ready for the emergency. The assets of 
13,347 insured commercial banks ex- 
amined during 1940 were appraised at 
99.7 per cent of their book value, only 
three-tenths of 1 per cent being set up 


1941 27 











‘In my judgment, the bank- 
ing system is in excellent condi- 
tion to undertake successfully 
the task that lies before it. The 
breathing spell of the last seven 
or eight years, though it had 
some real disadvantages and 
worked some irksome hardships, 
at least gave us time to gird up 
our loins, clean out our banks, 
and gather strength for the task 
that lies ahead,’’ states Mr. 
Crowley in the accompanying 
portion of his recent address at 
the Kansas Bankers Association 
convention. 


as net deductions by examiners. Ap- 
proximately 96 per cent of the assets 
were free from any criticism, as com- 
pared with 94 per cent in 1939 and 
92 per cent in 1938. 

Our year-end figures for 1940 show 
that even then the banks were well 
launched on their financial support of 
the nation’s new programs. We find 
that for insured commercial banks dur- 
ing the past calendar year commercial 
and industrial loans increased $837 mil- 
lion, or about 14 per cent; agricultural 
loans went up about $200 million or 
nearly 20 per cent; and real estate loans 
of .all kinds increased, loans on resi- 
dential properties alone going up $286 
million, or more than 11 per cent. 

But it has been so long since most 
of us in this business of banking were 
caught up in a rush of enthusiasm, ac- 
tivity, and business opportunity, that it 
might be well for us to take stock of 
our situation and to set up a few stand- 
ards and objectives to guide us during 
the months to come. 

Under the program that is now laid 
out for us, cash will be required in huge 
quantities both by the Federal Govern- 
ment, which is the biggest buyer under 
the program, and by the producing, dis- 
tributing, and utilities industries, which 
must greatly increase and speed up 
their facilities in order to meet their 
Government’s urgent needs and to sup- 
ply its continuing requirements under 


the unsettled international order that 
promises to prevail for several years. 


Government Financing 


As much as possible of the defense 
financing of the Government should be 
absorbed by existing pools of savings 
and by the increased savings which 
should result from our rising national 
income. It will be necessary, too, to 
convert for defense production some 
plants now engaged in consumer indus- 
tries. We hope that this change can be 
effected without undue hardship upon 
the thousands of small businesses en- 
gaged in the distribution of consumers’ 
goods. One sure effect of the change, 
however, will be to increase individual 
savings as the production of consumer 
goods becomes difficult or uneconomic. 
By promoting investment in Defense 
Bonds among your customers, each of 
you can give the defense program a big 
boost. 


Care for. Business Needs 


It is desirable also to leave both the 
resources of commercial banks and the 
energies of their managers free to sat- 
isfy the legitimate financial needs of 
business under today’s accelerated de- 
mands. Here definitely, is a job at 
which a community’s banker can excel 
and at which a community’s funds 
should be put to work. This is an all- 
out effort, requiring skill in its planning 
and speed in its execution. It is a 
nation-wide effort, best promoted by 
action on thousands of local fronts. 

Despite the skill with which we exer- 
cise the art of credit extension, there 
are bound to be some losses arise in 
the loans we make. Before embarking 
on expanded lending programs, there- 
fore, it would be well for each of us 
to survey the ability of his institution to 
absorb such losses without endangering 
his depositors. 


Capital Ratios Down 


The improvement in asset quality 
that I mentioned earlier is very encour- 
aging to those charged with supervision 


of banks. The Federal Deposit Insur- 
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ance Corporation, however, is concerned 
by the continued increase in the num- 
ber of banks with small capital cushions. 
Since 1936 the growth of deposits at a 
rate much more rapid than the growth 
of capital has caused a general lower- 
ing of the capital ratios of banks. 

Examinations of insured banks made 
during 1940 revealed an aggregate net 
sound capital amounting to 9.7 per cent 
of the appraised value of total assets, 
as compared with 10.6 per cent in the 
preceding year. The further rapid in- 
crease of assets during 1940 and the 
first quarter of 1941 had caused a con- 
tinued decline to less than 9.0 per cent 
on May 1 of this year. The capital 
ratios of banks probably average lower 
now than at any other time in our his- 
tory. Examinations made during 1940 
showed that more than one-fifth of the 
banks had a net sound capital of less 
than 10 per cent of the appraised value 
of their assets. These banks held almost 
two-thirds of the deposits in all insured 
banks. 

It is true that a considerable part of 
the increase in bank assets resulting in 
the decline of capital ratios has been in 
the form of cash and balances due from 
banks, the so-called “riskless” assets. 
Any subsequent shift to business loans 
and securities, however, will leave many 
of the banks in a vulnerable position. 
As business demands increase, super- 
visory authorities cannot take acticn 
against a large proportion of the banks 
to enforce capital standards without ap- 
pearing to retard business activity. 
Steps should be taken to improve the 
capital position of these marginal banks 
before increased business requirements 
further narrow their capital cushions. 


Retention of Earnings 


I mention this widespread capital de- 
ficiency because now, if ever, is the 
time we should be planning to do some- 


thing about it. As lending activity in- 
creases, bank income is rising substan- 
tially. Gross income of insured banks 
rose $25 million during 1940 to a total 
of $1,631 million. Income on loans for 
these banks was up over $40 million to 
aggregate $769 million. The budgeting 
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of net earnings should receive our care- 
ful attention. 

Stockholders will expect some par- 
ticipation in the banks’ improved in- 
come. Primary consideration, however, 
should be given to the fact that the 
increased income results from the as- 
sumption of increased risks. Loans 
mean income, but they also mean po- 
tential losses. Income on loans is not 
all rental paid for use of funds; it is 
partly a premium to insure the lender 
against loss. It is both logical and 
necessary, therefore, that a substantial 
portion of banks’ earnings be retained 
in their capital accounts and reserves. 
If they are needed to absorb losses, they 
will be there; if not, they still will be 
there representing additional equity for 
stockholders. Meanwhile, bank stock- 
holders have not been faring so badly 
as might be supposed. For all insured 
commercial banks the rate of dividends 
on common capital averaged 9 per cent 


in 1940. 


Deposit Insurance Aid 


I believe that the existence of a strong 
and vigilant Federal Deposit Insurance 
Corporation is our best guarantee that 
the future, after the present period of 


LEO T. CROWLEY 





intense activity dwindles off, will find 
the banking system readjusting itself 
smoothly and without disturbance. 

The seven and a half successful years 
of operation of Federal deposit insur- 
ance have contributed immeasurably to 
the health of our banking system. The 
Corporation has’ been able to care for 
what emergency situations arose with- 
out financial strain and practically with- 
out loss to the depositors of insured 
banks; it has moved into about 350 
banks that failed or that were deteriorat- 
ing rapidly; it has expended more than 
$230 million for protection of the 
1,200,000 depositors in these banks, 
whose deposits totalled $445 million 
and of whom fewer than one-quarter of 
one per cent were not fully protected; 
it has encouraged supervisory activities 
that have helped eliminate the problem 
assets of thousands of other banks; and 
meanwhile, it has built up reserves that 
bring its total assets today to more than 
$500 million. Most important of all, it 
has instilled in the people of the coun- 
try a knowledge that their funds are 
safe and liquid under the protection of 
Federal deposit insurance, has con- 
vinced them that their banks are care- 
fully supervised and that bad and un- 
safe banking will not be tolerated, and 
has developed in them a sense of calm 
and security that will be a splendid 
factor for good during the next period 
of readjustment. 


To Continue Realistic Supervision 


Federal deposit insurance is succeed- 
ing where earlier state plans failed 
primarily, I believe, because it has an 
adequate income and a degree of 
authority over its risks which the state 
plans lacked. So long as the Corpora- 
tion is responsible for the safety of de- 
positors’ funds, it must have the power 
to control its membership and to super- 
vise the activities within banks which 
affect the risk the Corporation assumes. 

I have heard it said that Federal De- 
posit Insurance Corporation is too ex- 
acting in its application of supervisory 
standards. That occasionally may be 
true, but I believe that the good banker 
would rather have us err on the side of 


strictness than on the side of leniency, 
and that these bankers support our 
policies individually, if not collectively. 
Further, the record shows that though 
our examiners may be strict they still 
stop short of appraising on a liquidat- 
ing basis. In the insured banks placed 
in receivership or merged with finan- 
cial aid from FDIC during the first 
seven years of its existence, the losses 
we expect to suffer in liquidation of our 
outlay are more than two and a half 
times as great as those set up by exam- 
iners shortly before the banks were 
closed or merged. On the average, ex- 
aminers estimated that losses would 
approximate 9 per cent of total assets 
in the banks involved. Actually, losses 
will amount to 23 per cent of total 
assets on the basis of current appraisals. 

We would be remiss, indeed, if we did 
not call them as we see them. Those 
bankers are remiss who fail to realize 
that we are working for the preservation 
and prosperity of their institutions as 
well as for the protection of depositors. 
Security can be achieved only through 
vigilance and through prompt remedial 
attention to what weak spots are found. 
We propose to continue to examine in- 
sured banks fearlessly and fairly. We 
ask that you bankers help us make 
yours stronger banks by expediting 
what corrective measures are found 


necessary. 
© 


THousANDs of business liquidations 
occur each year because of the casual 
manner in which men enter into types 
of business operations for which their 
previous business careers had given them 
little background of practical expe- 
rience. The problem of analyzing 
antecedent information is fundamentally 
one of getting the complete facts which 
are always available somewhere.. The 
solution to this problem is: A thorough 
investigation will indicate whether a 
potential borrower (if a business enter- 
prise, the members of the management 
staff) is morally responsible, expe- 
rienced, normally aggressive and trust- 
worthy. —Roy A. Foulke, Manager, 
Specialized Report Department, Dun & 
Bradstreet, Inc., New York City. 
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Inflation and Consumer 


Credit Control 


E are fully aware of the great 

burst of activity which has taken 

place in. industry because of the 
defense program. Steel mills are taxed 
to capacity, the automobile industry has 
voluntarily agreed to reduce its produc- 
tion of cars by 20 per cent in order to 
give priority to defense production 
needs, and the demands of war upon 
our people are becoming felt through- 
out the length and breadth of the nation. 

This war activity has resulted in 
greatly increased pay rolls, increased 
incomes, far and wide. Purchasing 
power has jumped and our people 
again have cash available to buy food, 
stoves, clothing, autos and household 
furnishings which they have denied 
themselves for over eight long years. 
Now, this spurt in ability to buy is ac- 
companied already by the fact that there 
are fewer goods to buy—fewer auto- 
mobiles, fewer aluminum kitchen goods, 
fewer everything, and what happens? 
Up goes the price of the available 
goods. That’s inflation—inflation pure 
and simple—inflation caused by the fact 
that our good people have more cash 
with which to buy things and less goods 
available for purchase. 

If we add to this increased cash avail- 
able, which-is already causing inflation, 
the purchasing power developed by 
over-liberal consumer credit facilities, 
we shall have what some authorities fear 
will be an explosion of prices or infla- 
tion in its worst form. These credit 
facilities make possible the purchase of 
durable goods not otherwise purchas- 
able, durable goods whose production 
has already been curtailed because of 


By Otto C. Lorenz 


Consumer Credit Department, American 
Bankers Association, New York City 


war demands, durable goods such as 
automobiles and refrigerators. 

Let me add that the fear of inflation 
is already in the minds of the American 
people—already in their minds because 
of the condition of the Government’s 
finances and the strain put upon those 
finances by war. Let me say that 
Americans, having before them the hor- 
rible examples of what currency infla- 
tion did in Europe, are today creating 
their savings in the form of hard, dur- 
able goods which will retain their use- 
fulness and livable value regardless of 
what may happen to the dollar. That 
may be a very smart thing for the 
American people to do, if inflation is 
unavoidable, inevitable. 

But, it is my opinion and the opinion 
of many authorities that inflation of the 
explosive, all-destructive kind need not 
come. That, in fact, it is far from be- 
ing even imminent if we exercise our 
wits and our self-restraint at the present 
time. 

How, then, shall we avoid inflation? 
What are some of the things we should 
do to control the forces which bring 
inflation about? 


Possible Controls 


We can introduce self-restraint in the 
sale or finance of goods on time or the 
granting of personal cash loans in a 
number of ways. 

First: We can insist upon higher 
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down payments. That, presumably, 
will make it harder for the public to 
buy cars and take some of the strain off 
the demand for available cars. 
Second: We can limit the number of 
months over which payments are to be 
made. If, for example, everyone were 


to go haywire and let the public take 
twenty-four months instead of twelve to 
pay for something, then the amount of 
money tied up would be almost doubled. 
Instead of having $6,000,000,000 out- 


standing, on the nation’s consumer 
credit books, we should have about $12,- 
000,000,000—an._ increase of 100 per 
cent—an increase which, at the present 
time, would be better turned to the pur- 
chase of defense bonds. 

Third: We can control the amounts 
granted for personal or cash loans by 
restricting the terms of repayment. For 
example, a recent discussion on the part 
of one of my colleagues on the ABA 
research staff seems to indicate that a 
maximum of fifteen months for repay- 
ment should be considered at the pres- 
ent time. 

These controls are positive—they will 
definitely curtail purchasing power ir 
certain areas and so lessen the demand 
for certain durable goods. But these 
controls must not be applied too harshly 
or they will have the opposite effect 


of curbing inflation. Too harsh a stiffen- 
ing of credit terms may bring about the 
very inflation our economists in Wash- 
ington fear. If you have ever carried a 
cup of tea across a crowded floor you 
will know that there is a certain degree 
of speed and accuracy of balancing to 
which you must stick if you expect to 
get there with what you started out with. 


Moderation Essential 


You must realize that too harsh a 
curtailment of credit terms might 
frighten our durable goods manufac- 
turers into anticipating too great a re- 
duction in demand. They would, there- 
fore, underestimate the number of cars, 
for example, which should be produced 
and so create a scarcity of goods and 
an inflationary force which would be 
even worse than the one we are trying 
to avoid. 

You must realize that with $6,000,- 
000,000 outstanding in consumer credit, 
payments are probably being made at 
the rate of $500,000,000 a month. That’s 
$500,000,000 a month “locked up” for 
the next twelve months to come—$500,- 
000,000 a month that can’t be spent 
elsewhere. Suppose you were to wipe 
out all forms of consumer credit; then, 
you would release this $500,000,000 a 
month which you have locked up and 
where would it go? $500,000,000 of 
cash a month ready to be spent—on 
what? Silk shirts? I still have a silk 
shirt I bought in 1919 for $24 which 
isn’t worth a dollar today even though 
inflation threatens. 

Now, of course, no one expects all 
forms of donsumer credit to be wiped 
out. But I give you the example to 
show what an important consideration 
this matter of repayments is—to show 
you that an automobile purchased today 
locks up a certain amount of your in- 
come for twelve or more months to 
come—to show you that, for the country 
as a whole, cash in the amount of $500,- 
000,000 a month is probably locked up 
that way—cash that cannot be spent on 
consumer purchases elsewhere for 
twelve months or more to come. Any 
curtailment of instalment buying will 
release and unblock future income— 
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release it into present purchasing power 
—and the greater the extent to which 
instalment buying and lending is re- 
duced, the greater the danger of infla- 
tion from unblocked future earning 
power. 

There is one other factor which I 
have stressed repeatedly this year. In 
my opinion, consumer credit operations 
prevent hoarding. Money in circula- 
tion stands at over nine billion, the in- 
crease for April being three times as 
much as last year. Over-harsh controls 
on consumer credit purchases will 
simply frighten money down a rabbit 
hole—a dangerous state of affairs in 
our present economy. You must real- 
ize that when these controls are exer- 
cised, you are merely diverting purchas- 
ing power—not reducing it. 

“Moderation in all things,” said 
Vesty of the Basins, “even as low down 
as parsnips,” and certainly as far as 
consumer credit is concerned even 
though war demands excesses in other 
directions. 


Suggested Control Plans 


Many of us have been giving the most 


serious thought to this matter of con- 
trol of consumer credit since early last 
fall. One plan of control was submitted 
to Washington as early as July, 1940, 
by one of our leading consumer credit 
authorities. Some of us in New York 
were permitted to see it in confidence 
for study purposes. A preliminary dis- 
cussion of it was held last November by 
a small but highly important group 
representing the leading credit granting 
agencies of the nation. Although, I 
make it as a very minor criticism, | 
must point out that this plan was biased 
against time sales operations and was 
comparatively lenient in its restrictions 
on personal or cash loan operations. 
This plan of control suggested higher 
down payments and shorter terms of 
payment, but was not specific as to 
amounts. 

In his recent St. Louis address, Ken- 
ton R. Cravens, chairman of the ABA 
Consumer Credit Council, also offered 
a set of controls based on the same prin- 
ciples of higher down payments and 
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shorter periods of repayment. His plan 
improves upon the first | have men- 
tioned in that it sets up specific controls 
for personal or cash loan operations, 
for real estate operations under the Na- 
tional Housing Act and for FHA Title | 
loans. 

At Hot Springs, Virginia, the Con- 
sumer Credit Council of the American 
Bankers Association gave the subject 
their most serious attention and drew 
up a creed and a specific set of stand- 
ards for deliberative purposes. 

Finally, the Federal Reserve Board 
has recently made public its recom- 
mendations for control of consumer 
credit. In comparison with the Hot 
Springs standards, the controls offered 
by the Federal Reserve Board are much 
harsher. For example, the Federal Re- 
serve proposes a down payment of 50 
per cent on new cars, whereas Hot 
Springs advocates 33 1/3 per cent. The 
Federal Reserve cuts the term over 
which a new car may be financed down 
to twelve months whereas Hot Springs 
agreed upon eighteen months. 

Now, I tell you about these various 
steps which have been taken for two 
reasons: One: You may be sure—abso- 
lutely sure—either you are going to 


‘‘How shall we avoid infla- 
tion? What are some of the 
things we should do to control 
the forces which bring inflation 
about? We can introduce self- 
restraint in the sale of finance 
goods on time or the granting of 
personal cash loans in a number 
of ways: 

‘‘First, we can insist upon 
higher down payments; second, 
we can limit the number of 
months over which payments are 
to be made; third, we can con- 
trol the amounts granted for 
personal or cash loans by re- 
stricting the terms of repay- 
ment,’’ suggests Mr. Lorenz in 
the accompanying portion of his 
recent address at the New Jersey 
Bankers Association convention. 





‘In my opinion, consumer 
credit operations prevent hoard- 
ing. Money in _ circulation 
stands at over nine billion, the 
increase for April being three 
times as much as last year. Over- 
harsh controls on consumer 
credit purchases will simply 
frighten money down a rabbit 
hole — a dangerous state of 
affairs in our present economy. 
You must realize that when 
these controls are exercised, you 
are merely diverting purchas- 


ing power—not reducing it. 
‘*You must realize that too 
harsh a curtailment of credit 
terms might frighten our dur- 
able goods manufacturers into 
anticipating too great a reduc- 
tion in demand. They would, 


therefore, underestimate the 
number jof cars, for example, 
which should be produced and 
so create a scarcity of goods and 
an inflationary force which 
would be even worse than the 
one we are trying to avoid.’’ 





control consumer credit or else Wash- 
ington, itself, is going to do so arbi- 
trarily under law already enacted and 
which it believes adequate. Two: I tell 
you about these steps so that not only 
you, but they, may realize the impor- 
tance of discussion and study on this 
vitally important influence in our na- 
tion’s life. 


Other Considerations 


So apprehensive were some of us that 
certain important phases of consumer 
credit control had neither been suff- 
ciently studied nor perhaps even con- 
sidered that we called an urgent and 
special meeting of the group that had 
met in November. And, at that meet- 


ing we found that the reverse side of 
the medal did seem to require more ade- 
quate study and thought. For example, 
it seemed that the psychological effect 
on manufacturers of too drastic a stiffen- 


ing of credit terms and the matter of 
loosing the flood of cash now being 
locked up in repayments did, indeed, 
merit very serious consideration and 
that the imposition of too harsh controls 
might defeat their very purpose. 

In Washington, plans for control 
seemed to have progressed almost to the 
crystalization point although we were 
assured that certain affected groups and 
agencies would definitely be afforded a 
hearing before final steps were taken. 
In view of the pressure to restrict con- 
sumer credit terms, we were unable to 
reconcile the liberalization of FHA 
Title I terms advocated by other Gov- 
ernment agencies. As you know, five- 
year terms are now proposed instead of 
three and the ceiling is to be raised to 
$5,000 from $2,500. We had, of course, 
feared that some arbitrary procedure 
might be undertaken in Washington and 
the assurance that a hearing would be 
granted was a welcome one in the light 
of the various problems our discussion 
had disclosed. 

After we had considered the fact that 
the credit controls which -were being 
advocated merely diverted purchasing 


power—that nothing has as yet been 


said about putting that diverted pur- 
chasing power to work in non-inflation- 
ary instruments—then, we begin to hear 
that some steps were under considera- 
tion such as the Keynes plan in Eng- 
land. The Keynes plan, as you know, 
contemplates deductions at the source 
from salaries for the payment of de- 
fense bonds. Another channel into 
which this purchasing power may be 
diverted is the channel of taxes. It is 
proposed in some quarters that a sales- 
tax of 20 per cent, for example, should 
be imposed on all automobile instal- 
ment sales. Mechanisms for the em- 
ployment of diverted purchasing power 
in non-inflationary instruments require 
serious study. 


Codperation Important 


Now, doesn’t something strike you as 
I tell you about these various control 
methods that have been offered? About 
the problems that were overlooked? 
About the way coéperation and the free 
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exchange of ideas began to solve those 
problems? 

Doesn’t it impress you that “the best 
laid plans of mice and men gang aft 
aglee?” No one man, be he in Berlin 
or be he anywhere, is capable of fore- 
seeing all the factors, all the things that 
may happen as the result of a line of 
action. It takes just one unforeseen 
small pebble on the track of a railroad 
to completely disrupt its carefully 
planned system, to derail an entire ex- 
press train and cause untold damage 
and destruction. “Two heads are better 
than one,” and one of the great secrets 
of our American success has been the 
birthright which we may be forgetting 
—our birthright to discuss freely, to ex- 
change ideas freely and then to act. 
Slow? Perhaps, but also very sure. 


We made a stand for a proper hear- 
ing and it was reassuring indeed to 
learn that such a hearing would be 
granted. We urged that, if controls are 
imposed on consumer credit, then those 
controls should be imposed by a repre- 
sentative body—a concerted, codpera- 
tive, informed and truly representative 
body which recognizes the inviolable 
rights of the minority. We agreed that 
we should exercise self-restraint, that 
we should have our strength in the form 
of down payments, terms and amounts 
lowered to safeguard the nation from in- 
flationary factors at the present time 
and to provide the necessary reserve 
strength to give future depressions a 
knock-out punch. 

In view of what I have said,. it seems 
unnecessary to add that railroaded or 
arbitrary bureaucratic action cannot win 
our fight against the tyrants abroad. We 
should, then, be merely fighting tyranny 
with tyranny. We must be stronger 
than tyranny—and we are the inheritors 
of a force which is stronger than 
tyranny. 

No single man, no single dictator is 
wise enough or all-knowing enough to 
guide a nation’s destiny unaided. He 
needs help—and there is a vast differ- 
ence between willing help and enforced 
obedience. The more good and willing 
minds that are applied to a course of 
action the more successful and lasting 
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are the results. That is the birthright 
that America must safeguard—the birth- 
right of concerted, codperative work 
based on the reflections and the initia- 
tive of every individual throughout the 
land—our good, old-fashioned American 
birthright of doing things the American 
way—the force which has led us to vic- 
tory in the past—the one force strong 
enough to lead us forward to victory. 
Let us be champions of the American 
way. 
© 


WHY ATTEND CONVENTIONS? 


Have you ever wondered if you could 
afford the time and money to attend a 
convention? The time draws near and 
things always seem to be breaking 
either too good or too bad to get away. 
In some way, however, you manage and 
soon you're meeting your old friends, 
making new ones, attending sessions, 
taking part in meetings and discussions, 
relaxing and enjoying the entertain- 
ments. 

You walk the boardwalk, inhale the 
fresh air, and the first thing you know 
you're sleeping like a “top,” and feel- 
ing your old self again. You pick up 
an idea here and there. You get in- 
spiration from some worth while mes- 
sage. You get a new slant on yourself 
and your business. You decide life is 
worth-while after all. 

You have drunk deep of the knowl- 
edge of others. You have “given out” 
too. You are ready to start a new 
year with a new spirit. The mistakes 
and ill-luck of the past are forgotten. 
Yours is a new horizon, a new life to. 
be faced with new courage and deter- 
mination. The future of your business 
and your country no longer seems un- 
certain. 

Weeks, months, perhaps years after- 
ward, something you have heard in a 
session comes back and “hits you right 
between the eyes.” It may not have 
struck you as particularly applicable 
when you heard it, but now you see it 
in a new light—H. Douglas Davis, 
President, New Jersey Bankers Associa- 
tion, and Vice-President, The Plainfield 
Trust Company, Plainfield, N. J. 
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-----a readable, ciear, practical, 
comprehensive treatise on ----- 


New Business for 
the Trust Department 


By THEODORE TEFFT WELDON 


SOME OF THE TOPICS 
DISCUSSED 


Surveys and analyses of the trust market 
as it exists today. 


The effect of the economic cycle on trust 
sales. 


How much is a given piece of trust busi- 
ness worth? Profit possibilities. Compari- 
son with other banking functions. 


Measuring the return from the advertis- 
ing and selling dollar. 


Sales plans and helps for the one-man 
trust department. 


Selecting, training, managing and paying 
salesmen. 


Prospect lists, follow-up systems, sales 
reports and mechanical helps to selling. 


Definite merchandising plans and the 
inter-relation of all sales elements. 


Practical sales ideas, appeals and points 
together with the use of graphs, figures 
and charts in selling. 


Ethical questions, investment practices, 
treatment of lawyers and insurance men 
in relation to selling. 
Internal problems affecting the growth 
of trust sales. 


An extensively illustrated discussion with 
ideas and copy to assist in preparing 
and recognizing better advertising. 


HIS is the only book ever published 

which takes up the whole sales problem 

of the trust department and discusses 
every phase and facet of this highly profes- 
sional function. It attacks the questions in 
their large sense as well as minutely and in- 
dividually. 


The various methods of determining the 
present value of each trust sale are analyzed. 
The organization and administration of the 
new business effort are discussed in detail. 
The development of profitable solicitation is 
exhaustively treated, as is also the trust officer's 
individual effort to get business. The trouble- 
some problems of lawyer and insurance co- 
operation are defined, and the less obvious 
points of trust ethics in relation to selling are 
carefully weighed. 


Advertising is approached with a view tc 
making it more productive and less costly. 
Themes to use, ideas as to copy, thoughts on 
lay-out and media are concise and authorita- 
tive. How to prepare mailing lists, what to 
send, when to mail, what to expect from it 
and how to cash in on it are matters which 
receive their just emphasis. Co-relating all 
elements of advertising and selling into the 
most productive whole from a merchandising 
standpoint is graphically illustrated. 


The book contains dozens of graphs, charts, 
illustrations, tables, advertisements, mailing 
pieces, record forms; and teems from begin: 
ning to end with examples of successful prac 
tices and plans. It should be read repeatedly, 
referred to, and become a text book for all 
trust officers and their assistants when con’ 
sidering the growth of their departments. It 
is invaluable to the seasoned solicitor, and a 
veritable gold mine of information to new 
salesmen. Advertising men will find it an 
inspiration in preparing copy. Directors and 
heads of banks will gain from it an authentic 
picture of the value of trust activity; and a 
gauge with which to measure the efficiency 
and soundness of the department's advertis- 
ing and selling technique. 


Price $5.00 


BANKERS PUBLISHING COMPANY, 465 Main St., Cambridge, Mass. 
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The Banker’s Role in 


Bank Legislation 


N any democratic country the indi- 
vidual and not the state is the center 
of interest and concern. One of the 

most natural of all human acts is for 
persons to associate themselves with one 
or more groups. It is as a member of 
a group that an individual can best 
promote those aims which he holds 
most dear. Acting together with other 
individuals holding the same beliefs 
and having common problems he is able 
to achieve a success which could be 
denied him acting alone. Hence a so- 
ciety to be really democratic must 
recognize the value of groups and 
group action; and it must refrain from 
taking action which would destroy the 
legitimate activity of such groups. 

There are literally thousands of these 

interest groups in America. Whenever 
they attempt action on the legislative 
front they are called lobbies. These 
groups range all the way from a mullti- 
tude of organizations of an economic 
nature to the most exclusive associa- 
tions of a social nature. Most of them 
are interested in legislation and _ its 
effect on their problems. Most of them 
have representatives in state and na- 
tional capitals working to protect and 
to promote their interests. During a 
recent session of the national Congress 
there were over eight hundred lobbyists, 
representing a variety of organizations, 
registered in Washington alone. 


Complex Legislative Task 


Included among them were represen- 
tatives of several organizations of bank- 
ers. Yes, bankers have also formed 
themselves into pressure groups. Bank- 


By D. Mallory Stephens 


Chairman, Assembly Banks Committee, 
New York State Legislature 


ers also have legislative representatives 
working to promote the welfare of this 
business of banking. And the position 
I wish to take is that by so doing bank- 
ers, as is true of other organizations, are 
contributing in a very important way 
to the job of governing for the general 
welfare. 

The modern legislative body has a 
task which is much more complex than 
that faced by the legislature of thirty 


‘‘Bankers have formed them- 
selves into pressure groups. 
Bankers also have legislative 
representatives working to pro- 
mote the welfare of this busi- 
ness of banking. And the posi- 
tion I wish to take is that by so 
doing bankers, as is true of 
other organizations, are con- 
tributing in a very important 
way to the job of governing for 
the general welfare, .. . To the 
extent that pressure groups and 
their legislative representatives 
provide the facts about legisla- 
tive action, to the extent that 
they help legislators to visualize 
the possible benefits or harms of 
specific legislative proposals, to 
that degree they contribute in 
an important way to the proper 
functioning of the democratic 
process.’’ 
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**A legislator finds it difficult 
to form opinions on proposed 
legislation when the members of 
the very groups supporting or 
opposing it do not agree among 
themselves. The usual con- 
sequence of this lack of group. 
unity is no action at all. In- 
deed, I have at times observed 
such a condition of lack of unity 
among those interested in legis- 
lation in the banking field. I 
am convinced that if you will 
achieve greater group unity you 
will enjoy a greater measure 
of legislative success,’’ suggests 
Assemblyman Stephens in the 
accompanying portion of his 
recent address at the New York 
State Bankers Association con- 
vention. 


and forty years ago. This position re- 
quires no proof. As a consequence the 
modern legislator is confronted with 
thousands of legislative proposals all 
designed to treat various aspects of our 
economic and political life. Regard- 
less of his intellectual capacity, no man, 
or group of men, in public office can 
hope to be an expert on any but a small 
part of the many matters with which 
he must deal. For the rest, he must 
rely on information provided by others. 


‘Interest Groups’? Important 


Part of this difficulty has been met 
by the erection of standing legislative 
committees to which are referred bills 
dealing with specific classes of pro- 
posals. Continued membership on such 
committees develops familiarity with a 
given type of problem. But this is not 
sufficient. Even within these more spe- 
cialized fields new questions constantly 
arise. The legislator is thus forced by 
necessity to seek his information from 
outside sources which are most likely 
to possess accurate information. 

The interest groups to which I have 
referred are unquestionably the best 
equipped sources of information con- 


cerning the possible consequences of 
proposed legislation. 

Who, except labor organizations and 
manufacturers’ associations, is in the 
best position to calculate the need and 
effect of legislation in the field of labor 
relations? Who, except farmers, can 
best analyze the results of farm legis- 
lation? Who, except bankers, are best 
equipped to suggest improvements in 
the banking laws or to discern dangers 
in legislation newly proposed for the 
banking field? It is through the ac- 
cumulation of evidence provided by 
those interests who stand to be most 
vitally affected by governmental acts 
that the legislator is able to weigh the 
relative advantages and disadvantages 
of a proposed course of legislative 
action. 


Democratic Way 


In a sense, therefore, the legislature 
acts as a court, analyzing and judging 
the merits of legislation under review 
on the basis of evidence presented by 
all interested parties. This is the demo- 
cratic way of determining how to pro- 
mote the general welfare. The method 
of fascism is to vest in one person or 
one small body the exclusive power to 
decree what in a given case is the gen- 
eral good—regardless of dissenting 
opinions from those most affected by the 
decree. The American method takes 
stock of all individual and group 
opinions—regardless of their diversity 
—and attempts to work out through the 
deliberative process an average of views, 
a compromise, an approximation of 
what the majority believe is the best 
course to take. It starts from below and 
works up. It is not decreed first from 
above and then imposed on those below 
despite their legitimate objections. 

To the extent, therefore, that pressure 
groups and their legislative representa- 
tives provide the facts about legislative 
action, to the extent that they help 
legislators to visualize the possible 
benefits or harms of specific legislative 
proposals, to that degree they contribute 
in an important way to the proper func- 
tioning of the democratic process. This 
view, of course, does not mean that one 
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must condone resort by lobbyists to dis- 
honest methods. But it does mean that 
pressure groups play a very important 
and desirable part in the operation of 
representative government. 

Without the information-giving-serv- 
ice of the lobby and the lobbyist, the 
work of the legislature would be se- 
verely handicapped. These organiza- 
tions give life to the vague term “public 
opinion,” and enable the legislator to 
learn what is in the minds of the “peo- 
ple.” They are strong foundation 
stones for the structure of representative 
government. 


Effectiveness Factors 


My experience has shown me that the 
effectiveness of an interest group is de- 
pendent upon three factors; its size; 
the quality of its leadership; and the 
degree of unity within the group. The 
last of these is by no means least. A 
legislator finds it difficult to form 
opinions on proposed legislation when 
the members of the very groups sup- 
porting or opposing it do not agree 
among themselves. The usual conse- 
quence of this lack of group unity is 
no action at all. Indeed, I have at 
times observed such a condition of lack 
of unity among those interested in legis- 
lation in the banking field. I am con- 
vinced that if you will achieve greater 
group unity you will facilitate the work 
of the legislature and, at the same time, 
enjoy a greater measure of legislative 
success. 


Codperate With Legislators 


To conclude, may I suggest also that 
each of you develop a spirit of close co- 
operation with the representatives from 
your locality. No legislator desires or 
is able to handle alone every govern- 
mental problem which arises in his 
community. He earnestly seeks your 
help at all times‘in the making of de- 
cisions of concern to you and your 
neighbors. This help, I may add, should 
be offered to him on all occasions when 
you feel that your special experience 
and ability would contribute to the solv- 
ing of difficult issues. It is not enough 
to wait until you desire a favor. Your 
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assistance should be available at all 
times. As a leader in your community 


and as a member of an important eco- 
nomic group, you and your representa- 
tives constitute a partnership dedicated 
to the promotion of the public welfare. 


© a 
BANK COMPETITION i. 


Banks have a greater variety of serious 
competition than most bankers realize. 
Federal savings and loan associations, 
and other types of governmental lend- 
ing agencies were all inaugurated in an 
era when the public clamor called for 
an emergency. Now that banks are 
performing a large share of such serv- 
ice, these various agencies continue im 
existence to compete for business with 
the local bank. Bankers have come to 
realize that banks must provide the 
kinds and types of service demanded or 
their functions with respect to such 
service with the public will be in- 
evitably supplanted by some new agency 
to add to the already long and burden- 
some list. It is a proven fact that people 
really do like to do business with a 
bank rather than any other agency be- 
cause of its convenience. It is up to the 
banker to foster and promote this idea 
to the extent that the bank will normally 
secure the lion’s share of loan service. 
When -other agencies cannot show a 
profit in competition with banks, they 
will be discontinued. Until banks so 
efficiently manage their affairs and suc- 
cessfully push their services and facil- 
ities to the largest degree, these agencies 
will continue to live and prove a factor 
in keeping bank gross earnings at a low 
ebb. When the public can be educated 
to the fact that when they deposit money 
in a savings and loan association they 
are buying stock and not making a de- 
posit, a large part of this sort of com- 
petition would have to do business in 
its true character and perspective. The 
public is really badly informed about 
many financial organizations—some 
think they are all like banks. We should 
take the blame for our lack of educa- 
tional foresight—West Virginia Bank- 
ers Association Bulletin. 
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IN 


WASHINGTON 


By Our 


WASHINGTON CORRESPONDENT 


URING this lengthening period of 
emergency controls over prac- 
tically every phase of economic 

life, in all efforts to foresee the pattern 
of private credit and its functioning, it 
is necessary to know as much as pos- 
sible of the whole confusing, rushing 
defense picture in Washington. As the 
weeks pass, the manufacturing pace 
quickens. It is already out of first gear 
and well into second gear. The earlier 
glimpses of control over industrial life 
and over the citizen’s daily life are now 
clearer. The threats of change have be- 
come actual. Where once it was merely 
indicated that new and more controls 
would come, now they are being made 
effective. 

It was but six months ago that some 
bankers were most concerned over 
branch bank extensions in the Pacific 
Northwest and Michigan, others over 
the possibilities inherent in the Wagner 
Questionnaire, or in the “death sentence” 
on bank holding companies, or in wage- 
hour restrictions; in repeal of mone- 
tary powers; in lower assessments for 
Federal deposit insurance; in problems 
connected with easier credit for “small 
business,” and many similar items, all 
domestic and personal. 

Some of these interests remain, but 
are minor in character as compared with 
the developing effects of the defense- 
war programs. The Wagner Question- 
naire is all but forgotten except as a 
theoretical problem suitable for normal 
times; wage-hour edicts are still of some 
interest but are no longer the spearhead 


of reform; instead of repeal for mone- 
tary powers, there are extensions, almost 
without question and, while branch 
banking will always arouse considerable 
fighting interest and there will always 
be a natural desire to pay lower insur- 
ance assessments, these matters have be- 
come more subsidiary. As for serving 
little business and little industry and 
supplying necessary consumer credit, 
there are already indications that banks 
must exercise caution. Much of this 
change is due to the shift in national 
aims. Where once it was reform, now 
it is get ready for war. There are many 
new leaders in Washington life and new 
program makers. Yet, it remains true 
that some of the reformers are there, 
willing and anxious to utilize the emer- 
gency period to further their ends. 


Banking Controls 


Thus far the declaration of an un- 
limited emergency has brought no espe- 
cial change to banking. The powers of 
the President over the banking structure 
have hardly been increased since, under 
laws long on the statute books, he could 
exercise complete jurisdiction, even to 
taking over the banks. As it stands, pri- 
vate credit is already flowing heavily 
into defense production and into Gov- 
ernment securities. There seems to be 
no immediate danger of commandeering 
the banks. Private credit remains the 
keystone of private enterprise and this 
serves to guarantee the foundations of 
a democratic form of government. 
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Said Dr. E. A. Goldenweiser, Federal 
Reserve Board economist: 

“If complete control of credit is 
turned over to the Government, we have 
an economy managed by the Govern- 
ment, and so long as credit is privately 
managed, under Government supervision 
to be sure, but not under Government 
control, we shall continue to have pri- 
vate economic enterprise. We want, 
therefore, to list private banking enter- 
prise among the institutions which we 
must preserve.” 

He added that the way to preserve an 
institution “is to make it serve the com- 
mon purpose, and to convince the pub- 
lic that it is a factor in achieving the 
desired end.” At present this is de- 
fense, “later it will be transition to post- 
defense existence with as little painful 
adjustment as is possible.” 


Inflation Controls 


While the statistics show that banks 
are taking a leading part in loans to 
fill all types of Government contracts 
and have thrown their influence into the 
campaign to sell Defense Savings Bonds, 
there is considerable concern over in- 
flation dangers incident to mounting de- 
posits, price increases and evidences of 
the first slow turnings of the spiral. 

The fiscal officers of the Federal Gov- 
ernment have stated that inflation can 
be kept under control providing two- 
thirds of the revenue necessary to pro- 
duce defense materials is raised by taxes 
and one-third from the sale of Defense 
Savings Bonds, these to be purchased 
out of the earnings of the people. It 
was more than a month and a half ago 
that this view was popularized. The 
record of accomplishment is not cheer- 
ful even on this minimum of necessary 
precaution against the dangers of in- 
flation. 

To date, the House Ways and Means 
Committee continues to study the tax 
bill. Its progress is very slow. While 
the bill is complicated and comprehen- 
sive and its effect will be felt by every 
individual and every business and pro- 
fession, there is no promise of quick 
action to remove uncertainties. 
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Bond Sales Essential 
Thanks to the effort of the banks, the 


initial sales of Defense Bonds were 
promising, even bringing compliments 
to the bankers—the first compliments 
that the New Deal Administration has 
ever extended bankers. On the other 
hand, there is some concern because 
citizens as a whole are little interested 
in buying bonds out of income. There 
are so many other things to buy. Prices, 
as a consequence, are increasing and 
the price control phase of the defense 
administration is being tested to do 
something about it. It is hoped that 
priorities and other military demands. 
will act as a brake on the production 
of articles in demand by the public. 

Meanwhile the demand for more and 
more planes, tanks, guns, ships, is step- 
ping up the spending. This means more 
banks must buy more Government bonds 
and securities of all kinds. Borrowing 
for the next fiscal year will be above 
$10,000,000,000, with note maturities of 
$600,000,000 to be refunded. As these 
funds are spent, bank deposits increase, 
with very little monetary control pos- 
sible under present laws. The Reserve 
Board has asked for such legislation but 
nothing has been done about granting 
it power over excess reserves. 

While the inflationary process is al- 
ready in evidence, it must be admitted 
that a considerable bloc in Congress is 
favorable to some form of mild infla- 
tion. They decry the evils, but believe 
that these can be avoided. They want 
a mild dose of inflation but not enough 
to bring intoxication. 


Powers to Jones 


As the monetary authority extension 
for another two years goes through Con- 
gress with Republican Party dissent, 
vast powers were voted to Jesse Jones 
for his Reconstruction Finance Corpora- 


tion and subsidiary agencies. An effort 
was made in the House (which is now 
the most sensitive to public opinion and 
public fears) to restrict these powers. 
The vote was reasonably close consider- 
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ing the time and period, but the powers 
were granted and almost wholly on the 
thesis that Jesse Jones could be trusted 
not to take advantage of them. 

Already Mr. Jones is moving to set 
up, and see operated, many new plants 
for the production of defense needs, 
mostly planes. Strategic materials are 
being purchased and controlled through 
the RFC. The widespread requirements 
of defense production are jumbling hous- 
ing needs and construction is lagging 
with rent controls now being seriously 
proposed. The end of this circle is not 


yet apparent, and will not be, for some 
time. 

While the Washington picture has 
changed in objectives, it remains as be- 
fore the bankers’ chief concern. To an 
even greater extent than through the 
more aggressive days of reform, is the 
future of banking being decided in the 
policies and programs now being laid 
out daily by the maize of new and old 
agencies. Instead of having to focus on 
a few personalities, it is necessary to 
know many and to examine the pattern 
that their individual decisions make. 


Washington Notes 


Washington Banktrends and Backgrounds Weekly Review, Washington, D. C. 


ISCUSSIONS have been continuing 
on means, methods and ways of 
controlling consumer credit. While 

economists at the Reserve Board have 
advanced tentative proposals, definite 
action will come through the OPACS. 
The President is conferring on legal as- 
pects. The pattern proposed at the 
Board would use the mechanism now 
operative over brokers, that is, control 
of margins. This control could be ex- 
tended to all credit agencies, including 
banks. (An official of one of the largest 
banks in the nation, active in consumer 
credit merchandising, finds that banks 
hold less than 17 per cent of the total 
consumer debt, and this includes a con- 
siderable amount of FHA Title I 
paper.) The Government itself is in- 
volved through the Electric Farm and 
Home Authority, which handles long- 
term consumer credit paper for elec- 
trical appliances sold in rural regions. 
Terms are as long as two years, with 
down payment as small as 5 per cent. 

There is evidence of Administration 
division. For example, Jesse Jones sees 
no special need to curtail, and his agen- 
cies such as FHA and Electric Farm 
Home continue long-term credit promo- 
tion. On the other hand, there is specu- 
lation that under assumed full emer- 
gency powers, the President could order 
curtailment of consumer credit as infla- 
tion check. 


The ABA has proposed a “creed” for 


time sales. Just how far banking can 
go alone in its intimate relation to the 
public is problematical. It would be 
unfortunate to suggest to the public that 
banks had become “tight” and un- 
friendly. Much good will, carefully 
built up, in developing this field would 
be lost. On the other hand, banks could 


better initiate codperation in their com- 
munities with other credit agencies, thus 


avoiding being placed in an unfavorable 
competitive position. The Government 
has not yet asked banking to act. 

Evidences are that most banks are co- 
operating with controls along the line 
of the ABA’s “creed,” and high Admin- 
istration officials again are grateful. But 
volume is growing. “Industrial bank- 
ing companies” show increase for April, 
1941, over a year ago of 10.5 per cent. 
Including renewals, a volume of 7.9 per 
cent over a year ago is reported to Com- 
merce Department. 

Rents-Housing Controls: Moves to 
control rents growing rapidly. Karl 
Borders of the OPACS asks that defense- 
work-congested cities set up Fair Rent 
Committees, setting as the standard the 
pre-emergency rate. He offers propa- 
ganda aids. Charles Palmer, Housing 
Chief, upbraided bankers for not doing 
more in loans to aid building. He asked 
that they take “larger risks,” saying: 
“You can easily get legislation that will 
widen your power to invest in housing 
if you will show your desire for it!” 


42 THE BANKERS MAGAZINE for July, 1941 





Calendar Year Comptroller Reports: 
This bill (S. 1602) would put the 
Comptroller’s annual report on the same 
calendar year basis as Reserve Board 
and FDIC, bringing about “uniformity 
among the statistical reports of agen- 
cies.” The Senate committee acted 
favorably without hearings. 

Wage-Hour has issued new bulletin, 
No. 6, which denies that banks are re- 
tail establishments, but also finds that 
the forty-hour week with thirty-cent 
minimum does not apply where sales 
are 75 per cent retail. Says that “where 
wholesale, commercial and industrial 
sales, non-retail in character, total more 
than 25 per cent, the forty-hour week 
and the thirty-cents an hour minimum 
will apply.” “Retail” is not being con- 
strued as strictly as before. et 

Banks for Military Areas: By Senator 
Brown, for Wagner, to provide for banks 
at military and naval reservations 
(S. 1603). Would give Comptroller 
sole discretionary authority to permit 
banking facilities, upon consent of War 
and Navy Secretaries. The significant 
part of this measure is “notwithstanding 
any provision of law to contrary, a na- 
tional bank may .. .” That is, branch 
banking can be permitted, in such 
places. In fact, branches are about the 
only logical type, since continuation is 
at pleasure of War and Navy Secre- 
taries. 

Independent Bankers Increase Mem- 
bership: The gain amounts to 357 
banks. The East and South show in- 
creases, meaning that association is no 
longer tied to the Northwest. Member- 
ship drives continuing with some asso- 
ciation directors using a modified chain 
letter idea to secure new members. 

Emergency Powers: President’s decla- 
ration of “unlimited emergency” has 
not changed status of banking. Con- 
sensus of high legal authorities’ so con- 
cludes, pointing out that all banking 
continues to be subject to provisions of 
Trading With Enemy Act, never repealed 
from first World War, also is subject 
to Emergency Banking Act, and to 
Thomas Amendment. All Reserve- 
member banks are under Treasury li- 
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cense and subject to such additional or- 
ders as could be issued by President 
through Treasury Secretary. State non- 
member banks are still under provisions 
which prohibit them from paying out 
money for hoarding, as well as gold 
and gold certificates. One high author- 
ity “wondered” if the banks were aware 
of the anti-hoarding restriction, in the 
light of evidence that actual hoarding is 
in process now. Most other powers of 
the President having relation to money 
and banking, such as closing of ex- 
changes, are duplicated in current laws. 
Chief additional authority affects indus- 
try and labor, but even here, Selective 
Service Act is operative. 

New Farm Bill: Offered by Senator 
Bankhead (S. 1553) and practically 
identical to two bills now pending be- 
‘fore House Agricultural Committee. 
Measure is “to provide for loans to Fed- 
eral land banks, for refinancing certain 
farm loan bonds by the Federal Mort- 
gage Corporation, and changing the 
method of fixing interest rates on land- 
bank mortgages.” Bill similar to com- 
promise measure offered when the 
original Jones-Wheeler bill was success- 
fully contested by bankers. However, 
Senator Bankhead says he wants to “lib- 
eralize” measure when hearings are 
held. 

Federal Credit Union Promotion: 
Under a bill of Senator Mead (S. 1547) 
there would be set up by the FCA a 
publicity agency to prepare and “dis- 
seminate to Federal credit unions and 
other interested persons or agencies in- 
formation.” That is, a Government 
propaganda body to stimulate growth of 
credit unions. 

© 


Tue ability to interpret financial in- 
formation soundly can only be obtained 
by study and experience. Where, how- 
ever, there appears to be any real ques- 
tion regarding the fundamental finan- 
cial stability of the potential borrower, 
the loan should be amply secured in 
some form, or rejected.—Roy A. Foulke, 
Manager, Specialized Report Depart- 
ment, Dun & Bradstreet, Inc., New 
York City. 
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os 
and Finance 
Epitep By OSCAR LASDON 


Maltiple Taxation 


CCORDING to Secretary Morgen- 
thau, the Treasury Department is 
about to initiate a study of Federal, 

state and local government fiscal rela- 
tions in the field of taxation. The stated 
objectives of the study are a determina- 
tion of the proper fields of taxation for 
the various governmental bodies, and the 
methods whereby duplication of levies 
may be eliminated. 

The problems of overlapping taxation 
are becoming more pressing as our de- 
fense program gets into full swing. The 
need for more revenues is resulting in 
an increase in existing levies and the 
extension of taxation to fields previously 
untouched. Under these conditions, in- 
equalities are likely to become more 
prevalent. As more and heavier taxes 
are levied and collected, the problems 
of overlapping levies become more seri- 
ous. Furthermore, the tax situation in 
our post-war adjustment period needs 
considerable thought. 

The Secretary of the Treasury con- 
tends that considerable savings could 
be effected through centralized collec- 
tion of many taxes by the Federal Gov- 
ernment and the rebate of allocated 
portions to the states. Cases in point 
are cited as gasoline, estate and income 
taxes. It is also maintained that such 
centralized procedure would relieve tax- 
payers of considerable bookkeeping 
expense. 

. The fundamental effect of such a re- 
organization in the methods of collec- 
tion, outside of the financial and book- 
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keeping economies which may be real- 
ized, would be to speed present day ten- 
dencies toward an all-powerful central 
government and a continued impairment 
of local and state autonomy. This trend 
to centralization has already been wit- 
nessed in many legislative enactments. 
However, the moment the Federal Gov- 
ernment starts to control the purse 
strings of other governmental units, the 
latter will really descend to the position 
of political satellites. 

It seems rather curious that the pres- 
ent Treasury, which has placed the halo 
of saintliness on the profligate spending 
of billions, should be partially justify- 
ing a measure on the basis that it will 
save each taxpayer a few cents to buy 
peanuts at the ball game. Viewed in 
conjunction with other Administration 
efforts, such as attempts to tax state and 
local governmental securities, all indi- 
cations continue to point to a planned 
effort to grab increasing power for the 
Federal Government and to seek an at- 
trition in the powers of other bodies. 


—_ 


THE NAZI ECONOMY 


How much has Germany gained 
through her European conquests? Have 
the Nazis reached the goal of economic 
self-sufficiency they set out to attain? 

According to a study by Dr. Cleona 
Davis of the Brookings Institution, the 
answer to the second question is no. 
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An analysis ot trade movements during 
1929 and 1937 leads to the conclusion 
that even complete conquest of the Euro- 
pean Continent will not give Germany 
economic self-sufficiency. 

Dr. Davis points out that the Euro- 
pean Continent, as a whole, resembles 
the Reich economically. In other words, 
both are net importers of food and raw 
materials and net exporters of manu- 
factured goods. Some improvement in 
the basic situation might result if Nazi 
control were extended beyond European 
boundaries to include all of the Mediter- 
ranean countries with the exception of 
Turkey. And, contrary to popular be- 
lief, even if Russia entered into eco- 
nomic collaboration with the Reich 
states, the reduction in imports of neces- 
sary foodstuffs would not be very large. 

Of the twenty states already gobbled 
up by the Nazi regime, only three have 
proved complementary. Bulgaria, Ru- 
mania and Yugoslavia are natural eco- 
nomic partners because of their net ex- 
ports of food and raw materials and 
their net imports of manufactured 
goods. 


—_ 


TAX EXEMPTION 


The Port of New York Authority has 
filed a petition with the United States 
Board of Tax Appeals in defense of its 
position that interest on the Port Au- 
thority bonds is immune from Federal 
income taxation. In March, it will be 
recalled, the Treasury initiated action to 
reverse past precedents and sought, 
through instituting a number of actions, 
to establish the power of the Federal 
Government to tax all state and munici- 
pal obligations. 

The position of the Port Authority 
was outlined by Chairman Frank C. 
Ferguson who stated that the commis- 
sioners of the Port Authority had di- 
rected their legal counsel to undertake 
defense of the action. Mr. Ferguson re- 
marked : 

(1) That at the time of the original 
issue of Port Authority bonds, Hon. 
Charles E. Hughes had expressed the 
opinion that the bonds would be exempt 
from Federal taxation and that similar 
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opinions had subsequently been ex- 
pressed by general counsel and by bond 
counsel ; 

“(2) That the establishment of Fed- 
eral power to tax future issues of Port 
Authority bonds would substantially in- 
crease the financing costs of future port 
development projects; 

“(3) That the ultimate objectives are 
avowedly to bring Port Authority reve- 
nues and all similar state and municipal 
revenues within the tax control of* the 
Federal Government; and 

“(4) That the cases inevitably in- 
volve the independent functioning of 
the Port Authority and of the states and 
municipalities themselves as instruments 
of local self-government rather than as 
centrally controlled Federal departments 
and divisions.” 

It is noted that the loans made by 
investors to the Port Authority were 
advanced in reliance upon advice that 
the income thereon would not be subject 
to Federal taxation under the Constitu- 
tion, and that such immunity was ex- 
pressly exempted under existing revenue 
acts. The petition also contends that 


Federal taxation of state bonds will per- 


mit Federal control of the borrowing 
powers and fiscal policies of state and 
local governments. Such power, it is 
asserted, is beyond the constitutional 
powers of the Federal Government. 


_ 


BANK DEPOSITS 


Representative Wright Patman has 
introduced a bill calling for reversion 
to the Treasury of all unclaimed de- 
posits in national banks. Such deposits 
are estimated to be as high as $100,- 
000,000. 

According to the provisions of the 
bill, national banks shall on January 30 
of each year, starting in 1942, seek to 
reach all depositors of dormant ac- 
counts through advertisement. If own- 
ers of the accounts are not found, the 
sums involved, together with interest, 
shall be deposited with the Treasury 
during the following July. 

When the Treasury receives the 
funds, the measure provides that a per- 
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manent record be kept of the bank and 
the depositor’s last known address. Sub- 
sequently, depositors, upon learning of 
their balances, may file applications for 
the return of their funds either directly 
or through the courts. 

There is still some question as to 
when a bank account can be classified 
as “dormant.” There is much state 
legislation pertaining to the treatment 
of unclaimed funds on deposit in banks 
under their jurisdiction. In most cases, 
an account is regarded as unclaimed if 
the owner cannot be located for a period 


of ten years. 
—_ 


BOND NOTES 


Professor Willard I. Atkins of New 
York University recently suggested, at 
a meeting of the New Jersey Bankers 
Association, that both the Treasury and 
Federal Reserve Board go on record to 
the effect that the market for U. S. Gov- 
ernment bonds will be supported at 
gradually lowered prices. 

While Professor Atkins admits that 
this proposal would result in somewhat 
higher interest rates, he expresses the 
belief that the Treasury is inviting dan- 
ger by forcing interest rates artificially 
to the lowest possible levels. Otherwise, 
he points out, the safety of the banking 
system may be imperiled after the war 
or defense period has passed. A post- 
war break in Government bond prices 
to 80 or 82 would endanger banks whose 
capital to deposit ratio is already creep- 
ing below one to ten. Attention is 
called to the facts that while some U. S. 
issues are yielding about 2 per cent, 
comparable British issues are yielding 
3.12 per cent while German issues of 
similar maturity are yielding 4 per cent. 

If there is a free flow of capital funds 


for international reconstruction after 


the war, interest rates are likely to firm. 
Accordingly, under such circumstances, 
the Treasury should be interested in 
stabilizing bond prices—which it can 
accomplish in much better fashion if 
the level of prices is not too high. 


WAR TAXATION 


Dr. Atkins also predicted that the 
country would probably see some kind 
of a general sales tax, exempting neces- 
sary food and clothing. He noted that 
we already have a selective sales tax 
on many types of goods such as auto- 
mobiles, liquors and the like, but noted 
the probability that this list would have 
to be broadened. During war periods, 
more people work at higher wages and 
the working classes experience the 
largest increases in income. Conse- 
quently, that is where the Government 
will have to obtain revenues in addition 
to those produced by income taxes. 


_ 


FOREIGN BOND DEFAULTS 


In a “Statistical Analysis of Publicly 
Offered Foreign Dollar Bonds,” The In- 
stitute of International Finance of New 
York University notes the fact that 1940 
witnessed full debt service on roughly 
58 per cent of almost $6,000,000,000 of 
foreign dollar bonds which had been 
floated in the United States up to the 
end of last year. Additional details 
with reference to debt and sinking fund 
service are supplied by the Institute in 
Figure I. 

The bulletin observes Latin American 
and European countries accounted for 
about 95 per cent of all defaults. Brazil 


Ficure I 


Debt service paid in full 
In default as to interest 
In default as to sinking fund 


December 31, 1940 
(000,000) Per Cent 
58.06 
41.46 
48 
100.00 


Total $5,957.9 
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Ficure II 


Amount 
Outstanding 
(000,000) 


Latin America 
Europe 

Far East 
North America 


and Mexico accounted for roughly 29 
and 28 per cent, respectively, of Latin 
American issues in default, while Ger- 
man issues represented about 57 per 
cent of all European defaults. 

Reviewing the types of obligors, it 
is pointed out that the volume of na- 
tional government obligations in ar- 
rears exceeded that of private corporate 
issues. The geographical distribution 
of bonds in default as to interest is in- 
dicated in Figure II. 

It is remarked, however, that many 
of the obligors who are not making 
regular interest disbursements continue 
to offer some form of payment. For 
example, partial cash interest paymet 
were made on almost 21 per cent - all 
bonds in default in 1940. 

With regard to repatriation, infor ep 
tion was secured on issues of 2lgout 
of the 39 countries still having ade 
bonds outstanding in the United Sta 
These 21 countries had $2,779,981,2 
of bonds in supply in this country. In- 
asmuch as this figure represented 74.5 
per cent of all the bonds which had 
originally been issued, 25.5 per cent 
have been repatriated. 

Among countries whose bonds have 
been serviced promptly, it is interesting 
to note that France, Belgium and Japan 
have repatriated over 81, 62 and 57 per 
cent of their total issues, respectively. 


—_— 


SAVINGS BANKS AND DEFENSE 
BONDS 


One effect of the Treasury’s Savings 
Bond campaign will be a reduction in 
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Per Cent 
of Total 
Defaulted Bonds 
49.8 
45.6 
3 
43 


Amount in 
Default 

(000,000) 
$1,230.4 


100.0 


total savings bank deposits. Treasury 
efforts in calling attention to the desir- 
ability of investing in the new defense 
obligations are leading to a gradual de- 
cline in deposit balances; this occurs 
as shifting to higher income investments 
becomes more pronounced. 


The savings banks employ their funds 
in real estate mortgages, corporate ob- 
ligations, and Government securities. As 
real estate mortgages can hardly be 
classified as liquid, any pressure for 
funds will probably wind up with fur- 
ther cuts in holdings of rail and public 
utility issues. 

While the purchase of Savings Bonds 
Ke crease the volume of public 

hip hence diminishes com- 


Ep pei n +o ‘national defense pro- 
OD posse es plies-of material 
379) Hig oo that Savings 


B nde vai compete favorably with 
sao A: Monetary au- 
thorities no ire a_ residential 
BYilging demand that will compete with 
residential 
building boom would be most useful 


during the post-war period when the 
shocks of readjustment must be eased. 


defensé ™ xggqyirapents. A 
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No chemist can tell what is in a liquid 
by its appearance. No banker can tell 
whether the basis for a loan is sound or 
unsound without comprehensive up-to- 
the-minute information obtained from 
a thorough investigation—Roy A. 
Foulke, Manager, Specialized Report 
Department, Dun & Bradstreet, Inc., 
New York City. 





LOOKING BACK 


Selections from the Banking, Financial 
and Economic Thought of the Past 
Which Apply to Today’s Problems. 


Epitep By KEITH F.. WARREN 


90 YEARS AGO 


The Bankers Magazine . . 


Importunity 

A banker will often be subject to 
importunity by persons who will desire 
a deviation from the usual modes of 
banking. They will propose a relaxa- 
tion of good rules, and allege therefor 
some pressing emergency; but if the re- 
laxation involves any insecurity, any 
violation of law or of official duty, the 
banker should never submit, even when 
the result may promise unusual lucra- 
tiveness to his bank: While a banker 
adheres with regularity to known forms 
of business and settled principles, 
Providence is a guarantee for his suc- 
cess; but when he deviates from these, 


July, 1851 


Providence is almost equally a guaran- 
tee of disaster both personal and official. 


Wall Street Improvements 

A number of important improvements 
are to be made in Wall Street, chiefly 
consisting of banking and insurance 
houses. On the northeast corner of Wall 
and Pearl Streets, an old four-story 
building has given place to an elegant 
structure now going up for the Sea- 
man’s Savings Bank; which will be five 
stories in height, fronted with stone, 
and extending thirty feet on Wall Street 
and fifty-three feet on Pearl Street. It 
will be built in the Italian style. 


50 YEARS AGO 
The Bankers Magazine . . July, 1891 


The Banks and Public Deposits 

After the overthrow of the Second 
United States Bank the Government de- 
posits were kept in State banks. The 
selections were often unwisely made, 
and after a few years many of them 
failed and a large portion of the public 
deposits was lost. The Government was 
suddenly reduced from seeming plenty 
to almost bankruptcy; and a special ses- 
sion of Congress was convened for the 
purpose of borrowing money to pay the 


ordinary public expenditures. After this 
experiment of depositing the public 
money with private or State banks the 
Sub-Treasury system was established, 
which has been continued ever since. 
For several years, however, the opinion 
has been growing that the system is an- 
tiquated, that it has the effect of retain- 
ing a large amount of money that ought 
to be in active circulation, and that the 
business prosperity of the country is 
seriously impaired by the maintenance 
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of the system. Those, therefore, who 
think that it has outlived its usefulness 
urge that the public money ought to 
be returned to the banks for safe keep- 
ing. It is contended that if this were 
done the monetary stringency, which 
has now become an annual thing, either 
would not exist or would be less seri- 
ous; but does not the same danger con- 
front the Government if its deposits are 
placed in State and National banks as 
existed fifty years ago? The banks, as 
a system, are more wisely managed now 
than they were at that time; yet new 
evils surround the system which then 
were unknown. It may be that if the 
Sub Treasury system were abolished, 


antiquated as it may be, costly and slow 
as it certainly is in its operations, that 
a worse state of things would exist. 
Surely the system, imperfect as it may 
be, ought not to be supplanted unless 
we are confident that a real improve- 
ment can be effected. 

Some of the evils resulting from the 
deposit of public moneys in State or 
private banks have been experienced 
within a few months in several parts 
of the country; and they are so grave 
that the people ought to hesitate in 
abandoning the system, or at least ought 
to insist that the public deposits should 
not be deposited in banks without ade- 
quate security for them. 


25 YEARS AGO 
July, 1916 


The Bankers Magazine . . 


Par Collection 

Opposition to the Federal Reserve 
Board’s plan of par collections is de- 
veloping among country banks. Here 
are some resolutions recently adopted 
by members of Group Six, New York 
State Bankers Association: 

“Whereas, Since the inception of the 
Federal Reserve Act, it has been told 
and reiterated by the officers of the Fed- 
eral Reserve Bank and others in author- 
ity that this law was framed with special 
reference to the country banks, and, 

“Whereas, It is now proposed to put 
into force a plan for the par collection 
of checks of all member banks, thereby 
entailing a direct and severe loss in ex- 
change to the country banks and bene- 
fiting only the larger city banks, be it 

“Resolved, That we, the members of 
Group Six, New York State Bankers 
Association, in meeting assembled do 
hereby go on record as being opposed 
to the par collection plan as outlined 
by the Federal Reserve Board, as it is 
unfair to the country banks.” 

This “loss in exchange to the country 
banks” is to them quite a serious mat- 
ter, for it curtails their revenues and 
apparently reduces profits. Would this 
loss of profit, in the long run, be real? 
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Might not the banks gain more by in- 
creased business were all checks good 
everywhere at par than they would lose 
by being deprived of the income now 
received from collection charges? 

This problem was tending gradually 
to adjust itself through improved clear- 
ing and collecting methods, and in time 
a just and practicable solution would 
have been reached. But the Federal 
Reserve System has rather suddenly 
and, in the opinion of many bankers, 
arbitrarily interfered with the plans be- 
ing worked out through the clearing- 
houses. 

Perhaps it is natural that the banks 
should feel resentment that the Federal 
Government should think it necessary or 
advisable to intervene in the matter at 
all. 

© 


ALL of us will at times interpret credit 
information incorrectly, but there is 
absolutely no excuse to grant a loan on 
the assumed moral and financial respon- 
sibility of a potential borrower without 
basic information—Roy A. Foulke, 
Manager, Specialized Report Depart- 
ment, Dun & Bradstreet, Inc., New York 
City. 











HE war, no longer confined to its 
early European theater, but now ex- 
tending into Asia and Africa, goes 

on with oscillations of advantage, first 
between one side and then the other, 
although Germany thus far apparently 
achieving some, though not all, of its 
major objectives. As of mid-June there 
were no signs of an early termination 
of the conflict either by a victory or by 
peace negotiations. On the contrary, 
the outlook was for a continuation of 
the war indefinitely. This prospect, al- 
though confessedly gloomy, at least 
bears the stamp of reality. 


_— 


GREAT BRITAIN 


REVIEWING the report of the Chancellor 
of the Exchequer for the fiscal year 
ended March 31, 1941, the London 
Bankers Magazine says that in the mat- 
ter of receipts, the results from inland 
revenue exceeded the original estimates 
by about £22,000,000, customs and ex- 
cise by just over £6,000,000, and motor 
vehicle duties by £3,000,000, while the 
total ordinary revenue proved to be in 
excess of the Chancellor’s estimates by 
£48,676,000. On the other hand, the 
total expenditure for the year of £3,- 
884,000,000 so greatly exceeded the es- 
timates that there was finally a defi- 
ciency for the year of no less than 
£2,475,000,000, which, after allowing 
for overseas resources and the accumu- 


Finaneial 
Situation 


A Monthly Survey 





Abroad... 


lation of certain extra budgetary funds, 
left a huge deficit. This was met by 
borrowing in various forms. 

It appears that for the current fiscal 
year, after allowing for the yield from 
new taxes, and basing much of the ex- 
penditure on the item of £3,500,000,000 
under the head of votes of credit, a to- 
tal expenditure for the year is reached 
of £4,206.957,000, with an estimated 
revenue of £1,786,360,000. Thus, the 
expected excess of expenditure over 
revenue for the current year is £2,420,- 
597,000. 


Telegraphic Transfer Stimulus 


One of the interferences which the 
war has caused to banking operations 
is thus described in a recent issue of 
The Economist (London) : 


The war has revolutionized foreign ex- 
change business in ways other than those 
connected with the application of exchange 
control. The dangers of mails being lost 
through enemy action have given a consid- 
erable stimulus to the telegraphic transfer 
as the method of effecting foreign exchange 
operations. Ever since the first days of the 
international telegraph and telephone this 
has been the method of settling interna- 
tional payments of any size. The rates 
quoted in the foreign exchange market have 
for years been those for “telegraphic trans- 
fers,” and where rates for foreign bills at 
sight or three months’ currency were still 
quoted, they were, apart from a few iso- 
lated transactions, a relic of a past age. 
In the settlement of small payments, how- 
ever, the mail transfer and payments by 
drafts or checks sent by mail remained, un- 
til the outbreak of the war, the generally 





50 THE BANKERS MAGAZINE for July, 1941 















Saas ee CU 


accepted form of settlement. The inter- 
ruption of much of the pre-war air services 
and the delays and dangers of. transmitting 
payments by mail have already led to a 
more general use of the telegraphic trans- 
fer. The drawbacks of making foreign 
payments by mailing checks or warrants 
have been particularly apparent, for the 
loss of such instruments leads to endless de- 
lays, in exacting letters of indemnification 
from the payees before duplicates are is- 
sued. Mail transfers, i.e., bank instructions 
to effect payments overseas, do not suffer 
from some of these disadvantages, but are 
still subject to delay and possible loss. 
They do not therefore provide the ideal sub- 
stitute for the actual mailing of documents. 


—_ 


AUSTRALIA 


SPEAKING in New York, Richard G. 
Casey, Australian Minister to the United 
States stated that Australia’s war effort 
in the current year will call for an ex- 
penditure of about $700,000,000, repre- 
senting a net of 20 per cent of the na- 
tional income, and near the whole 
cost to Australia in the World War 
(1914-18). 


War Loan Oversubscribed 


On May 19 Arthur W. Fadden, acting 


Prime Minister announced the books of 
the Commonwealth’s £35,000,000 war 
loan had been closed after being over- 
subscribed by £750,000. Almost 52,000 
individual subscriptions were received, 
nearly double those received for last 
year’s £28,000,000 loan. Two-thirds of 
the latest loan was subscribed in long 
terms at 314 per cent, the remainder in 
five year bonds at 21% per cent. 


—_ 


GERMANY 


Harvey D. Grisson, chairman of the 
American Committee for Short Term 
Creditors of Germany, announces that 
the American representatives and the 
German representatives of the respec- 
tive committees have reached an agree- 
ment as to the basis for the renewal of 
the so-called Standstill Agreement which 
expired on May 31, 1941. 

The terms of the new agreement 
which will be for one year are with one 
exception substantially the same as 
have existed during the past year, this 


THE BANKERS MAGAZINE for July, 


one exception being that one half of 
the unavailed lines will be discontinued. 
This will be beneficial to the American 
banks in that it is customary to carry 
full reserves against unavailed lines, and 
thus one half of the amount set aside 
for that purpose can now be used for 
other purposes or added to undivided 
profits. The rate applicable to the 
amount outstanding remains unchanged 
in the new agreement and averages 
approximately 3 per cent. 

As of April 15, 1941, there were out- 
standing with the American banks Ger- 
man Standstill obligations totaling $31,- 
192,000. There were unavailed lines 
totaling $1,507,000. The amount out- 
standing shows a reduction as com- 
pared to about this time last year of 
$9,545,000, and since 1931 when the 
Standstill first came into existence of 


$434,000,000. 


an 


CHINA 


TuaT China is not only able to secure 
foreign loans, but to meet the service 
charges on them, was stated recently by 
James G. Blaine, president of the Ma- 
rine Midland Trust Company of New 
York and chairman of the National 
Campaign Committee of United China 
Relief. 

China’s export trade, according to 
Mr. Blaine, already reflects her realistic 
exploitation of her natural resources. 
The systematic exploitation of her na- 
tural resources in the last two years 
has helped China to play an important 
part in the world’s barter trade. With 
these exports, she is getting from the 
West not only war materials and ma- 
chinery, but is securing useful loans and 
credits: specifically, $150,000,000 in 
credits from the United States, the £5,- 
000,000 stabilization loan from Great 
Britain, and a $250,000,000 credit from 
the Soviet Union. 

“Equally significant,” said Mr. 
Blaine, “is the fact that China has thus 
far contrived to pay the installments 
due and the service charges on these 
credits and loans out of the proceeds 
of her exports, principally of tung oil, 
tungsten, tea, wool and bristles.” 


1941 











THE ARGENTINE 


ARGENTINE exports for May were val- 
ued at 146,433,958 pesos compared 
with 124,848,673 pesos in April and 
142,629,965 pesos in May last year. 
For the five months exports were 
worth 594,611,000 pesos as against 
807,872,000 pesos for the correspond- 
ing period last year. This represents a 
decline of 26.4 per cent which com- 
pares with a decline of 32.9 per cent on 
the four months showing. Exports for 
the five months in the pre-war period 
were 606 million pesos in 1939 and 645 
millions in 1938. The quantitative 
shrinkage of exports from 5,539,000 
tons in 1940 to 2,681,000 tons in the 
1941 period resulted largely from the 
decline in the more bulky, low-priced 
exports, such as cereals and linseed, 
which alone showed a reduction of 2,- 
705,000 tons compared with last year. 
While Argentine exports generally 
were down for the five-months period, 
canned meat shipments were worth 
40,593,173 pesos as against 9,621,018 
last year, while wool exports were val- 
ued at 129 million pesos compared with 
110 millions. Gains were shown in 


dairy produce exports which increased 
from 8,540,793 pesos to 26,011,860. 
Butter exports rose from 5,406,043 
pesos to 13,225,246; cheese from 996,- 
902 pesos to 6,767,914 pesos and casein 
from 2,062,539 pesos to 5,316,521. 


— 


INDIA 


Mr. H. S. Matix, the India Government 
Trade Commissioner in New York, has 
released the first report on the work of 
his office which was opened to promote 
better economic relations between In- 
dia and the United States and Canada. 

Coming at a time when the problem 
of securing adequate supplies of mate- 
rials needed for America’s defense pro- 
gram is causing considerable anxiety in 
official and private circles, the report 
points out India’s importance as a 
source of raw and semi-manufactured 
materials, which not only are for the 
most part non-competitive with Ameri- 
can produce, but in many cases are ob- 
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tainable mainly or solely from India. 
The figures for total trade are impres- 
sive in themselves—imports from India 
were valued at $66,000,000 in 1939, as 
compared with $58,000,000 in 1938, or, 
seen from the point of view of India’s 
export trade, in 1939 exports of Indian 
merchandise to the U. S. A. accounted 
for 11.6 per cent of India’s total exports 
and the U. S. A. replaced Japan as 
India’s second best foreign market. 

India’s trade with Canada is also 
dealt with in the report. While Canada’s 
total import trade with India is consid- 
erably less than with the United States, 
being valued at about $9,800,000 in 
1939, the trade per capita was higher. 
The two main categories of Canadian 
imports from India are: (1) agricul- 
tural and vegetable products; (2) fibres 
and textiles. Tea and jute products 
alone accounted for over 80 per cent of 
Canada’s imports from India in 1939. 

The report indicates that in the 
U. S. A. and Canada there is a tendency, 
because of the cessation of supplies 
from various European countries and 
the dislocation of trade with China and 
Japan to look in an increasing degree 
to India as a source of supply of various 
raw materials and semi-manufactured 
goods, while, on the other hand, ex- 
porters in India are looking upon the 
U.S. A. and Canada as possible markets 
for goods which were previously sent 
to European countries. 





_ 





SWEDEN 
THE first quarter of the year has not 
entailed any _ particularly marked 


changes in the trend of economic life 
in Sweden. The volume of trade in 
fact shows continued stability. Accord- 
ing to the business activity index of the 
Skandinaviska Banken, which shows the 
value of the clearing of commercial 
paper, the volume of trade during the 
first three quarters of last year had 
fallen from 142.6 to 117.9 per cent of 
the average quarterly volume in 1929. 
For the last quarter of 1940 and the 
first quarter of this year the corre- 
sponding figures were 117.3 and 125.1 
per cent. 
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in CANADA .... there 


is the Bank of Montreal 


< 


Through its network in Canada of 500 branches 
— each of which is in intimate contact with 
the economic life of the particular community 
it serves —the Bank of Montreal provides 
American banks and trust companies with 
unsurpassed banking service throughout the 
Dominion, as well as with sources of val- 


uable business information. 


Assets over 
one billion dollars 


NEW YORK AGENCY: 
CHICAGO OFFICE: 
SAN FRANCISCO OFFICE: 


Head Office: Montreal 


BANK OF MONTREAL 


Established 1817 
< 
64 Wall Street 


27 ; South La Salle Street 
333 California Street 


Current Conditions in Canada 


VERSHADOWING other news of 

the month has been the outstand- 

ing success of the Dominion of 
Canada Victory Loan, 1941, reports the 
Bank of Montreal in its Business Sum- 
mary for June 23. The summary con- 
tinues: 

“At the time of writing, final figures 
are not available, but it is established 
that the total amount of the subscrip- 
tions is substantially in excess of the 
$600,000,000 objective set by the gov- 
ernment. While the opportunity for 
sound investment undoubtedly had its 
due weight in making for the popular- 
ity of the loan, the widespread and en- 
thusiastic character of the response to 
the government’s appeal for voluntary 
help in the financing of its war pro- 
gram provides a striking demonstration 
of public support for the all-out war 
effort in which the Administration is 
engaged. The offering consisted of 10- 
year 3 per cent bonds and 51-year 2 
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per cent bonds. The 10-year bonds are 
callable at 101 in or after 1950; they 
are also redeemable at 101 at maturity 
and were offered at 100 to yield 3.09 
per cent. The 514-year issue was offered 
at 99 to yield 2.19 per cent. Both issues 
are dated June 15, 1941. 

The industrial side of the war pro- 
gram continues to provide the chief im- 
petus in general business activity and 
the process of gearing up the industrial 
structure to greater efforts goes steadily 
on. The flow of war orders from Ottawa 
has not abated and on June 11 the Min- 
ister of Munitions and Supply placed 
the total value of such orders up to that 
date at more than $1,700,000,000. 

“The range of munitions and arma- 
ments now being produced in Canada 
is infinitely larger than in the last war, 
when her contribution was mainly con- 
fined to shells and explosives. Today 
Canada is producing millions of shells 
per annum and for her explosives pro- 
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gram 10 out of the 19 piants allocated 
to it are already in operation, while the 
remainder are nearing completion. But 
in addition, Canadian factories are now 
turning out great quantities of small- 
arm ammunitions and of Bren guns, 
and have under production in smaller 
volume anti-aircraft guns, trench mor- 
tars, aerial bombs, anti-submarine equip- 
ment, mine sweeping gear and numer- 
ous other kinds of war equipment never 
before made in Canada. The manufac- 
ture of field artillery has been success- 
fully launched and the first 25-pounder 
gun ever made in Canada recently 
passed its tests; the first Canadian- 
made tank has also been completed and 
regular production will soon be in 
progress. A new government plant also 
recently poured the first optical glass 
ever made in Canada and this is only 
one of numerous new industries which 
the war has established in Canada. 

“The aircraft industry is turning out 
planes at the rate of 40 per week and 
the motor-manufacturing firms, which 
have already delivered to the govern- 
ment 120,000 vehicles, have still an- 
other 80,000 on order and should be 
kept busy for months to come, although 
the output of private cars has been 
compulsorily curtailed- The shipbuild- 
ing program is making good progress. 
Of the 80 corvettes ordered, 59 have 
already been launched, while a start has 
been made with the program of cargo 
vessel construction.” 


The Canadian Bank of Commerce 


In their Monthly Commercial Letter 
for June, the Canadian Bank of Com- 
merce, Toronto, reports that their index 
of industrial activity rose from 149 at 
mid-April to 155 at mid-May (1937= 
100), attaining a level of 38 per cent 
above that of a year ago. The letter 
continues: 

“The percentage of factory capacity 
utilized rose from 106 to 110, indicating 
that industry as a whole is operating 
at about 10 per cent overtime. The 
foodstuff group rose sharply, especially 
as regards the output of flour, cereals 
and: canned goods. Clothing registered a 
slight decline, that in men’s and women’s 
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factory gaments, men’s furnishings, 
knitted goods and silks more than off- 
setting a rise in cottons, woolens and 
leather footwear. The pulp and paper 
group rose, mainly in the case of paper 
bags and boxes, pulp and newsprint. 
Other wood-processing industries were 
more active, especially sawmills, sash 
and door factories and wood-turning 
plants; there was no net change in the 
furniture trade. 

“Only a moderate rise is shown in the 
automotive and other iron and steel 
trades as a whole, compared with the 
speeding up reported a month ago, but 
there was a marked upturn in the out- 
put of primary iron and steel, castings 
and forgings, and machinery. Greater 
activity in the electrical trades accounted 
for the rise in non-ferrous metal 
products. ; 

“Our wage payroll index for April 
was only slightly above that for March 
owing to seasonal slackness or tem- 
porary recession in some non-manufac- 
turing industrial groups. The com- 
posite index was, however, 44 per cent 
above that of April, 1940, with a rise in 
manufacturing payrolls of 51 per cent 
and in trade payrolls of 35 per cent. 

“Spring grain planting was practi- 
cally completed by the end of May over 
agricultural Canada except in Nova 
Scotia and Prince Edward Island where 
a prolonged period.of wet weather pre- 
vailed. Other field work is now well 
advanced and the total crop area is 
larger than seemed possible to seed a 
month ago. The prairie wheat acreage 
is estimated as about 22 per cent less 
than in 1940, as compared with the 
Dominion Government’s desired reduc- 
tion of 35 per cent, while coarse grain 
planting increased by over 15 per cent. 
The long, dry spring in Ontario and 
Quebec permitted more extensive work 
than was expected in view of the under- 
manned condition of many farms. - . 


“An increase in wholesale prices 
from 81.10 in mid-April to 82.19 in 
mid-May (1923100) is to some extent 
a reflection of higher prices for build- 
ing materials as a result of the applica- 
tion of the sales tax to this type of 
goods under the recent budget.” 


War Finance in Canada 


By E. J. Tarr, K. C. 
President, Monarch Life Assurance Company, Winnipeg, Canada 


T is probably true that in the realm 
of finance Canada has made fewer 
mistakes than in any other phase of 

its war effort. To a gratifying degree 
the government has adhered to the hard 
way, the non-inflationary way. 

At the outbreak of war there was 
much unemployment and idle equip- 
ment, so that policy had the two-fold 
objective of bringing the country to the 
full use of its resources and man power, 
thus increasing national income, while 
at the same time operating on a pay- 
as-you-go basis as far as practicable. 
To achieve rapidly a condition approxi- 
mating full employment, with sufficient 
but not too much credit and currency 
expansion and to avoid inflationary de- 
velopments, was,a delicate task, but it 
was performed with considerable skill. 

In normal times the balance of pay- 
ments between Canada and the United 
States is substantially against us and 
that between Canada and Great Britain 
in our favor. The sale 


heavily 
of surplus sterling in New York enabled 


us to strike our national balance. The 
war put an end to this triangular pro- 
cedure and at the same time it increased 
greatly our need of United States dol- 
lars, because of the necessity of increas- 
ing our importations for war purposes. 
The result was that in addition to the 
domestic financial problems inescapable 
under conditions such as we are going 
through, we had the difficult one of 
finding sufficient American dollars. 

In order to conserve our supply and 
to divert as far as possible our United 
States dollar expenditure to purposes 
of war, we took many steps, some of 
which may have been interpreted as 
unfriendly, but it was only compelling 
necessity that brought them about. Ex- 
port of capital was prohibited, increased 
gold production was stimulated, addi- 
tional import taxes were imposed, and 
we have tried to increase exports. We 
are endeavoring to persuade American 
tourists to come to Canada in increas- 
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ing numbers, special restrictions upon 
imports from non sterling countries 
were imposed, heavy excise taxes were 
levied on articles such as automobiles 
which require substantial importation 
of parts from the United States. We 
refuse to sell American dollars to 
Canadian tourists. 

In spite of all restrictions, our net 
deficit with you since the outbreak of 
war has been a half billion dollars. 
Part of this we were able to meet by 
turning over to you gold payments 
received from Great Britain, but Great 
Britain is no longer able to pay us gold. 


Hyde Park Agreement 


In addition to our very large adverse 
trade balance with you we have heavy 
interest and dividend payments to make 
to American investors. While net tour- 
ist receipts help substantially, we would 
have been faced this year—had it not 
been for the Hyde Park Declaration— 
with another shortage of nearly a half 
billion American dollars. 

It is little wonder that we are grate- 
ful. of the Hyde Park arrangement. It 
will reduce our need of American dol- 
lars in two ways. You will furnish to 
Great Britain for delivery to her in 
Canada under your Lease-Lend arrange- 
ment, such articles as airplane engines 
which are component parts of com- 
pleted machines for which Britain has 
placed orders in Canada. The other 
help will result from the integration of 
our war production capacities, with a 
consequent increase of exports from 
Canada to the United States of products 
which you need in your defense effort 
or to meet your commitments to Britain, 
and which we shall be able to furnish. 
While this relief is very great, it does 
not mean that the problem of the 
American dollar has disappeared. We 
shall still need to exercise the greatest 
possible care in their use, particularly 
with a view to increasing the proportion 
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used for war purposes and decreasing 
the proportion going to satisfy civilian 
demands. Figuratively speaking, we 
want to buy from you more guns and 
less butter- 

That we are trying to pay-as-we-go as 
far as is feasible is shown by the budget 
introduced by our Finance Minister last 
month (May). In round figures, it 
anticipates direct war expenditures of 
one and a half billions. This is in addi- 
tion to the ordinary costs of govern- 
ment. Over and above that we are pro- 
viding approximately one billion in 
advances of materials to Great Britain, 
which transaction in its financial aspect 
is similar to your advances under the 
Lease-Lend Act. Translating these 
amounts into approximate American 
equivalents would mean that in the 
present year you would be spending 
twenty-four billions for defense pur- 
poses and sixteen billions under the 
Lease-Lend Act, or a total of forty bil- 
lions over and above all non-defense 
government outgo. 

There is no relief in sight. War costs 
will almost surely increase steadily. 
While this year’s figures are large, they 
will doubtless be very substantially ex- 
ceeded next year. 

Of the total of our ordinary govern- 
ment budget and our own war expendi- 
tures, we are to raise this year through 
taxation approximately three-quarters, 
which leaves the other quarter, plus our 
advances to Great Britain, to be financed 
by borrowing. This will be a difficult 
but not an impossible task and we look 
to the future with confidence and cer- 
tainly with determination to see this 
thing through. 

We are admittedly nearing another 
critical and difficult stage in our finan- 
cial operations. We are approaching 
the condition of full employment and 
production and at the same time are 
facing the need of transferring more 
man power to the armed forces and an 
equally great need of substantially in- 
creasing the production of war mate- 
rials. Hence the necessity of trying to 
reduce civilian consumption, or at least 
keeping that consumption from rising 
with the rising national income. 


The budget of last month was di- 
rected to that end and it imposes very 
heavy tax increases, for the most part 
by way of direct taxation. Corporation 
taxes are now at a minimum of 40 per 
cent, with excess profits tax as high as 
75 per cent. The personal income tax 
now commences at 15 per cent on the 
first thousand, rapidly rising to 50 per 
cent on the 16th thousand and more 
gradually rising to 85 per cent- The ex- 
emptions are $750 for a single and 
$1,500 for a married person. In addi- 
tion, all investment income above 
$1,500 pays 4 per cent, and, still further 
in addition, there is a Defense Tax 
without any exemption—except to those 
of very small incomes—which is 5 per 
cent for married persons and seven per 
cent for single persons. A single per- 
son earning more than sixty-five dollars 
a month pays this 7 per cent Defense 
Tax on his whole income. 

We have not reached the end of the 
road by any means. Income in some 
areas and particularly amongst some 
classes will still further substantially 
increase, and although taxes are heavy, 
and lending from current income 
through War Savings Stamps and Cer- 
tificates and War Bonds is fairly general 
and really substantial in amount, in- 
creasing purchasing power will bring 
about an increased demand for civilian 
goods, being goods which we cannot 
produce if we are to increase as rapidly 
as we must the production of war 
materials. 

This will doubtless mean that in the 
coming months further steps will be 
taken to prevent the dreaded inflationary 
spiral from coming into operation. This 
may necessitate further tax increases, 
or compulsory savings of some nature, 
or an extension of price controls, or 
some system of rationing, or a combina- 
tion of several of these methods. © The 
record of the government to date, how- 
ever, has been such as to give confi- 
dence that it will be on the alert in 
watching developments and will take 
whatever steps may be necessary to ac- 
complish the desired purpose. — From 
an address before the recent New York 
State Bankers Association convention. 
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INVESTMENTS. By David F. Jordan. 
New York: Prentice-Hall, Inc. 1941. 
Pp. XV-480- $4.75. 


Tuts is the fourth revised edition of 
Professor Jordan’s well known and 
popular work on investments. The 
present edition is similar to previous 
volumes in its clear-cut, fluid manner of 
presentation but differs in its expanded 
treatment of the various factors affect- 
ing security investments and its in- 
clusion of more recent financial develop- 
ments. 

After outlining a general background, 
the author sets forth and differentiates 
the varying characteristics of bonds and 
stocks. The mechanics of the security 
markets, the placing of brokerage or- 
ders, and the investment banking field 
are then discussed. This is followed 
by references to sources of investment 
information as well as a chapter de- 
signed to assist the investor in interpret- 
ing financial news. 

These fundamental lessons precede an 
excellent exposition of the mathematics 
of investment. Considerable space is 
then devoted to the protection of the in- 
vestor in the purchase and retention of 
his security investments, as well as in 
reorganization. Comment is also made 
with regard to the problem of security 
taxation and the position of institutional 
investors. 

In the second section of the book, 
Professor Jordan concerns himself with 
the problem of security analysis. Here, 
the investor becomes acquainted with 
tests and methods used to determine the 
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BANKERS 


Brief Reviews 


position of U. S. Government, state, 
municipal, corporate and foreign secu- 
rities. 

Despite the inherent dryness of 
the subject this latter section is pointed 
up well enough to retain reader interest. 

This is the twenty-second printing of 
Professor Jordan’s discussion of the 
topic and it appears likely that it will 
by no means be the last. 


THE SoutH AMERICAN HANDBOOK. 1941] 
Edition. New York: The H. W. Wil- 


son Company. 1941. Pp- LVIII-678. 
$1. 


Tuts book is the standard guide to the 
countries and resources of Latin- 
America, including South and Central 
America, Mexico and Cuba. The first 
fifty pages are devoted to interesting in- 
formation about the whole region: the 
size, the physiographical features, popu- 
lation, monetary units, weights and 
measures, hints for travelers, etc. This 
is followed by a section, “On the Way 
to South America,” highlighting twenty- 
three islands in the Atlantic that are 
ports of call for some of the steamers 
en route to lands south of the Rio 
Grande. The main body of the book 
deals with the specific countries, giving 
data on each regarding: chief cities, 
pleasure resorts, physical features, cli- 
mate, government, agriculture and live- 
stock, industries, guidance for pleasure 
and commercial travelers, etc. A large 
colored map is folded and inserted in 
the frent of the book, and a number 
of line drawings throughout the book 
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Always a sound 
investment LEARNING 
ANOTHER LANGUAGE 


The Berlitz Method, starting with con- 
versation from your first lesson, gives 
you a working knowledge of your new 
language in the shortest possible time. 
You learn to speak, read and write like 
a native. 


Commercial courses for advanced stu- 
dents. Private or class instruction. Day 


or evening. Native teachers. Send for 
catalog. 


Free Demonstration Lesson 


BERLIT SCHOOL OF 


LANGUAGES 

630 Fifth Ave. 

International Bldg., Rockefeller Center 
6 Court Street 

Baltimore Life Building 
.30 North Michigan Avenue 
Leader Building 

David Whitney Building 
S. 15th Street 

Grant Building 

1115 Connecticut Avenue 


PITTSBURGH .. 
WASHINGTON 


show railroads and other features. With 
our greatly awakened interest in our 
neighbors to the south, this handbook 
is a reference work that the well- 
informed will want to keep readily at 
hand. ; 


Money AND BankKING. J. Marvin Peter- 
son, Delmas R. Cawthorne, and 
Philipp H. Lohman. New York: The 
Macmillan Company. 1941. Pp- 
742. $3.75. 


HERE is a new text on money and bank- 
ing which recognizes the evolution of 
monetary and banking doctrines. The 
authors state in their preface: 

“Not so long ago the outlines of most 
textbooks were constructed around two 
propositions. They were (1) that the 
international gold standard, the best 
form of monetary organization yet con- 
ceived by man, must be preserved; and 
(2) credit extended by commercial 
banks should be restricted as far as pos- 
sible to short-term loans for productive, 
commercial purposes. We do not ques- 
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tion the validity of these principles 
when they operate in an environment 
appropriate to their use, but it has been 
impossible to employ such principles to 
explain the policies of control over 
money, credit and banking in operation 
today.” 

The book is divided into eight parts 
as follows: The mechanisms of ex- 
change; functions and structure of com- 
mercial banking; the commercial bank- 
ing process; noncommercial banking; 
the value of money; the control of the 
money market; money and credit in our 
world economy; recent theory. 


Economic PRINCIPLES, PROBLEMS AND 
Pouictes. Revised Edition. William 
H. Kiekhofer. New York: Appleton- 
Century. 1941. Pp- 906. $4. 


THE new edition of this widely read 
book, which has been highly successful 
in the college field as a general intro- 
duction to economics, constitutes a thor- 
ough revision of the original text, made 
in the light of recent happenings. 

The general plan of organization re- 
mains the same. The treatment of value 
and price has been greatly expanded, 
considering the subject under conditions 
of pure competition, monopoly, imper- 
fect competition, and government price- 
fixing. Up-to-date material has been 
added on all important legislation af- 
fecting the functioning of our economic 
system, including that on labor, money 
and banking, international exchange, 
social security, securities and exchange, 
taxation, public utilities, etc. 

While this book was designed as a 
basic text for university, college and 
training school survey courses in gen- 
eral economics it will be found useful 
and valuable to bankers who wish to 
keep informed on current trends in eco- 
nomic thought. 


THE AUTOMOBILE INDUSTRY: THE Com- 
ING OF AGE OF CAPITALISM’s Favor- 
1TE Cuitp. E. D. Kennedy. New 
York: Reynal & Hitchcock. 1941. 
Pp. 333. $3.50- 

Tue fabulous story of the automobile 

industry from the horseless carriage 

days of 1900 to the streamlined model 
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of 1940 is told in this comprehensive 
survey of capitalism’s favorite child and 
our best example of large-scale indus- 
trial enterprise. 

The scene opens with the electric 
auto, which was more popular than the 
gasoline buggy, and then shifts to the 
Middle West with the formation of the 
pioneer companies of Oldsmobile, Buick, 
Cadillac, Packard, Hudson, Overland 
and Ford. Growing pains were soon 
manifest in the beginnings of mergers 
and in the mortality rate which, despite 
fantastic profits, had by 1915 eliminated 
six out of every seven companies 
founded up to then. 

Four chapters are given to the World 
War period, from which the industry 
emerged as a towering young giant. 
Control of General Motors passed from 
William C. Durant to the Du Ponts and 
it was on its way to becoming the big- 
gest profit producer in all history. Ford 
bought out his minority stockholders 
and became king of all he surveyed. 
America turned its back on Europe and 
rolled through the dizzy twenties, led 
by the automobile. 

For the first time the problem of pro- 
ducing cars became secondary to the 
problem of selling them, and the auto 
maker was faced with time-payments, 
trade-ins, used cars and development of 
export business. Ford’s famous Model 
T disappeared and the picture changed 
rapidly with the rise of Chrysler. The 
industry as a whole reached its top in 
1925, and then declined into the pre- 
carious decade of the thirties. Today 
it enters a new and artificial era under 
a war economy, with many fundamental 
problems unsolved. 

Based in part on contemporary maga- 
zines and newspapers, this book is a 
vivid, lively chronicle. of perhaps the 
most potent economic and social force 
in American life. 


Bank AupITs AND EXAMINATIONS: 
John I. Millet. New York: Ronald 
Press. 1941. Pp. 577. $6. 


In his preface to this new revised edi- 
tion the author says: 

“Since the first edition of this book, 
banking has passed through a crisis re- 


By 


THE BANKERS MAGAZINE for July, 


sulting in the failure of thousands of 
banks, the organization of the Federal 
Deposit Insurance Corporation, and 
many changes in the regulatory provi- 
sions of the supervising authorities. 
Fundamentally these changes have not 
affected banking principles; but bank- 
ing legislation and regulations have 
made mandatory many of these prin- 
ciples. 

“The basic procedure outlined in the 
first edition of Bank Audits and Ex- 
aminations is just as applicable today, 
but changing times and conditions 
necessarily have changed the details in 
bank examinations and audits. During 
the intervening years, the scope of the 
examiner’s work has widened. From 
the mere checking of figures or papers, 
his work has been enlarged to include 
a review of banking practice and man- 
agement. While this new part of his 
task may still be in the elementary stage, 
it will develop and expand as time goes 
on. The ability to judge management 
must come through actual experience, 
but where possible the writer, in this 
Revised Edition, has pointed out the 
practices to be watched for and criti- 
cized. 

“Tt has always been recognized that 
an examination afforded protection only 
at the time it was made. Interest in 
the need of continuous internal con- 
trol, to bridge the gap between exami- 
nations, has been steadily increasing. 
Now many suggestions and much ma- 
terial have been included which may be 
used by the internal auditor to improve 
his present routine, and by the external 
examiner to devise adequate methods of 
internal control or suggest changes in 
the existing procedure. The need of 
constant control over banking opera- 
tions is readily apparent, since it is 
really the application of ‘preventive 
medicine’ to guard against errors of 
omission or commission. Many of the 
suggestions made may have to be 
changed or adapted to fit the needs of 
a particular bank, but the primary idea 
has been to focus attention on what 
can be done to improve and maintain 
control. Shortages and manipulations 
-will occur in spite of internal auditors, 
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or complete examinations and audits, 
but the proper combination of internal 
control methods and external examina- 
tions will keep them at a minimum, and 
quickly uncover those that do occur. 

“The increase in the number of ac- 
counts and dollars of trust funds in the 
various trust departments, together with 
the more complex problems of admin- 
istering these funds due to the period 
through which we have passed, has 
created another problem that confronts 
the examiner. To provide complete pro- 
tection, the scope of the examiner’s work 
must be expanded to judge the policies 
and practices of the department. The 
section devoted to the Trust Department 
has been enlarged so that this depart- 
ment may receive the attention it re- 
quires.” 

This book should be of great value 
not only to bankers but to bank ex- 
aminers and supervising officials. 


Men oF WEALTH. By John T. Flynn. 
New York: Simon and Schuster. 1941. 
Pp. 542. $3.75. 


In the form of a series of essays on sig- 
nificant men of economic history since 
the Renaissance, Mr. Flynn has at- 
tempted to tell the story of wealth de- 
rived from industry. Judging by his- 
torical importance, not size of fortune, 
he has chosen eleven men and a woman 
from each field of wealth accumulation. 
In each case he shows the historical, 
political, and economic background and 
combines with the stories of financial 
rise a glimpse into the man’s life and 
his personality. 

He begins with one of the early finan- 
ciers, Jacob Fugger who ushered in the 
era of capitalism with the first great 
banking fortune. Second is John Law, 
who in the 18th century devised a sys- 
stem similar to that of our own New 
Deal, with public works and deficit 
financing. Third is Nathan Rothschild, 
the founder of Britain’s empire financ- 
ing. Then Robert Owen, the reformer, 
who, having made his fortune as a capi- 
talist factory owner, spent it on social- 
. istic experiments for the working people. 
In America, he takes Cornelius Van- 


derbilt who started the era of railroad 
empires, and Hetty Green, the miserly 
lady who could not bear to part with 
enough money to ride in a special train, 
but hired the locomotive alone for $5 
less. 

In the Orient he chooses the Mitsuis 
who used modern advertising and Wool- 
worth methods in 1673. 

Eighth on the list is Sir Basil Zaha- 
roff, the arms merchant who made bil- 
lions during the last war. Cecil Rhodes 
represents the great British empire 
builders, both statesmen and business- 
men. The last three are Americans: 
Mark Hanna, the millionaire politician, 
John D. Rockefeller who made indus- 
trial monopolies famous, and J. Pier- 
pont Morgan in the field of investment. 


FIELD WAREHOUSING AS A FACILITY FOR 
Lenpinc AcAtinst CoMMODITIES: Wes- 
ley J. Schneider. New York: The 
Macmillan Company. 1941. Pp. 85. 
$1. 


Tuts book offers a critical examination 
of field warehousing. It considers field 
warehousing as an opportunity for 
banking service; goes into the special 
requirements of this type of financing; 
discusses proven practices in field-ware- 
house lending; and offers suggestions 
for methods of procedure. Specifically, 
it shows how warehouse receipt financ- 
ing is advantageous to both borrower 
and lender; outlines warehouse prac- 
tices, and problems in connection with 
selecting or establishing a warehouse; 
goes into different types of insurance; 
and then analyzes four case histories. 

In general it presents as complete and 
realistic a picture as possible of field 
warehouse lending from the viewvoint 
of banking. The author is assistant 
cashier, Bank of America N. T. & S. A., 


San Francisco. 


MANAGEMENT TRADING. 


By Frank P. 
Smith. New Haven: Yale University 


Press. 


1941. Pp. 146. $2.50. 


Proressor SMITH’s volume is the first 
comprehensive exposition of “insider” 
trading in securities. 

After acquainting the reader with the 
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economic arguments advanced in sup- 
port of insider trading, the author then 
examines past abuses of insider rela- 
tionships and discusses the subsequent 
restrictions placed on such operations 
by the Securities Act. 

Consideration of the statistical im- 
portance of the stockholdings of officers, 
directors and large shareholders, as well 
as analysis of the volume of insider 
trading and its relationship to stock 
price movements, enables the author to 
obtain an accurate perspective of the 
importance of this type of operation and 
to form some general conclusions as to 
its profitability. 

Statistical analysis is aided by a large 
number of tables. A series of five 
charts also assists in clarifying the sub- 
ject for the reader. 


PLAN FOR PERMANENT Peace. By Hans 
Heymann. New York: Harper & 
Brothers. 1941. Pp. XX-315. $3.50. 


THE author, who was economic adviser 
to the German Foreign Office under the 
Weimar Republic and thus an eye wit- 
ness to the prelude of the present 
struggle, presents in blueprint detail his 
plan for post-war reconstruction. The 
plan grows out of his twenty years 
study and participation in international 
affairs, and had its origin in a memo- 
randum which the author drew up at the 
request of Walter Rathenau, the former 
German Foreign Minister, for presenta- 
tion to the Conference of Genoa. Lloyd 
George greeted it with wholehearted en- 
thusiasm, but Briand thought it prema- 
ture. 

The plan is designed to remove, 
through a self-regulating economic asso- 
ciation of all nations, the basic causes 
of war. The author divides it into three 
parts: (1) a Bank of Nations, with its 
network of codrdinated agencies to end 
the world’s economic maladjustments; 
(2) a reorganized International Labor 
Office and an International Planning 
Board for social balance; and, (3) a 
Federal World Authority in which every 
nation will have political equality. Dr. 
Heymann shows how these mechanisms 
can operate to produce equilibrium be- 
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tween the primary interests of all peo- 
ples. Four charts are utilized to give 
the reader a clear picture of such a 
world structure, and to show how these 
agencies can operate smoothly and re- 
act flexibly to changing world condi- 
tions. 

Of particular interest to bankers is 
Dr. Heymann’s plan for a Bank of Na- 
tions. He suggests that it “must func- 
tion not only to stabilize and reconstruct 
currencies, but it must also give blood 
transfusions to anaemic national econ- 
omies, help trade with short-term 
credits, and reconstruct, transform, and 
create productive enterprises all over 
the world.” He foresees no conflict be- 
tween such a mechanism and existing 
private or public financial institutions 
—rather, a supplementary or support- 
ing effect. 


Risk ELEMENTS IN CONSUMER INSTAL- 
MENT Financinc. By David Durand. 
New York: National Bureau of Eco- 
nomic Research, Inc. 1941. Pp. 106. 

(Technical edition—Pp. 163. 


$1.50. 
$2.) 


THis study presents a statistical ap- 
proach to the analysis of certain per- 
tinent risk elements in consumer instal- 
ment financing. It attempts to analyze 
the significance of some credit factors 
generally considered important by 
credit men, to discern which of these 
factors have been associated in the past 
with bad loans, and to determine 
whether or not this information can be 
used to predict the course of future 
transactions. Information is provided 
on: The characteristics of consumer in- 
stalment credit; details of procedure to 
be followed in an analysis of borrower 
characteristics as factors in credit risk; 
the relative importance of various 
credit factors in risk selection as re- 
vealed by the analysis; credit-rating 
formulae developed by means of a spe- 
cialized statistical procedure; technical 
aspects of the statistical methods 
evolved; the application of finaings to 
credit policy and to a study of costs; 
etc. The basic data for the study were 
obtained from actual loan applications 
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contributed by lending concerns operat- 
ing in various phases of consumer in- 


stalment credit. 
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BOOKLETS 


Minimum RETAINMENT PeEriops ror Banx 
Recorps. Chicago: R. Ostengaard, The 
Live Stock National Bank of Chicago. 
1941. Pp. 22. 50 cents. 


Tus booklet contains the complete report 
of a committee appointed by the Chicago 
Bank Auditors Conference to solve, in part 
at least, the problem of record preservation 
in banks. In addition to the report of the 
committee’s findings, it includes a schedule 
listing the minimum retainment period of 
177 bank records. The compilation covers 
a large part of the records and documents 
ordinarily routed to and stored among bank 
archives and is intended as a standard pro- 
cedure for use in banks generally. The 
schedule is conveniently arranged by depart- 
ment, and the booklet is well indexed, mak- 
ing it simple to refer to specific record re- 
tention periods at will. 


DerensE—One Year. By Office for Emer- 
gency Management. Washington, D. C.: 
Superintendent of Documents. 1941. 
Pp. 30. 10 cents. 


Reportinc upon the progress of our first 
year of defense effort, this booklet contains 
a general review, a tabulation of defense 
appropriations and disbursements, a report 
on construction and expansion of defense 
plants, an analysis of raw material stock 
piles, a review of labor’s role, the produc- 
tion record, a report on cantonment and 
defense housing construction, an explana- 
tion of subcontracting, and a chapter on 
price control and purchases. 


A Bank Manvat on Personat Loans. New 
York: Consumer Credit Department, 
American Bankers Association. 1941. 
Pp. 20. $1. 

Tus manual has been prepared by the Con- 

sumer Credit Department of the ABA to 

present to banks generally some of the 
methods used by the more successful banks 
engaged in consumer credit. While the 
material is admittedly incomplete, the 
manual nevertheless offers banks a valu- 
able basic guide to the operation of a per- 
sonal loan department. Included are sug- 
gestions as to: Policies; application forms; 
credit investigation; decision on loan; dis- 
bursing loan proceeds; delinquent penalties ; 
unearned discount; segregation of expenses; 
reserves for losses; rates and charges; etc. 

Various forms are illustrated, and a sched- 

ule of refund of loan charges for prepay- 

ment before maturity is included. (One 






copy of this manual is available without 
charge to each ABA member, additional 
copies $1 each). 


THe ANSWERS OF THE AMERICAN BANKERS 
Association. New York: Research Coun- 
cil, American Bankers Association. 1941. 
Pp. 140. $1. 

Tuis report contains the ABA’s replies to 

the questions propounded by the Senate 

Committee on Banking and Currency in its 

printed questionnaire (the so-called “Wag- 

ner Questionnaire”). The answers were 
prepared by a group of bankers well quali- 
fied by experience and capabilities to pres- 
ent constructive replies to the questions 
propounded, and they were advised and as- 
sisted by other groups and committees of 
the association. The questions and answers 
deal with: Deposit insurance; supervision; 
legal status of banks; earnings and interest 
payments; bank organization and structure; 
and credit control. (One copy of this re- 
port is available without charge to each 
ABA member, additional ‘copies $1 each). 


Man Meets Jop—How Uncie Sam HeEtps. 
By Philip S. Broughton. New York: 
Public Affairs Committee, Inc. 1941. 
Pp. 32. 10 cents. 


As a result of the defense emergency, the 
U. S. Employment Service has made ad- 
vances that might have taken ten years to 
achieve under ordinary circumstances. What 
these changes mean to the average worker 
seeking a defense job or an employer seek- 
ing skilled workers is described in detail 
in this pamphlet. 


DisBuRsEMENT PROCEDURE SIMPLIFIED. 
Rochester, N. Y.: The Todd Company, 
Inc. 1941; Pp. 10. 


A revision of the publication “Modern Ac- 
counts Payable,” this booklet is a simplified 
explanation of money control in the pur- 
chasing of supplies and the payment of in- 
voices. It emphasizes the importance of 
requiring that all purchases be authorized 
by a purchase requisition and that this be 
signed by a company official. In addition, 
approved methods of setting up a speedy 
and efficient routine for the payment of in- 
voices are also fully described. 


Wuy Emptoyment Rerations? By Thomas 
Roy Jones. Elizabeth, New ‘Jersey: 
American Type Founders, Inc. 1941. 
Pp. 8. 

A transcript of the opening address before 

the National Association of Manufacturers 

Institute on Employment Relations held in 

March, this booklet contains discussions of: 

The place of the personnel man; personnel 

relations fundamentals; basic techniques; 

personnel operation; defense period prob- 
lems; problems of the future; etc. 
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Full Emergency Presidential 
Powers 


Business Bulletin, The Cleveland Trust Company, Cleveland, Ohio 


OWERS, of special interest to busi- 

nessmen, which are available to the 

President under the full emergency, 
include: 

Power to create governmental agen- 
cies for industrial mobilization, price 
control, and defense. Power to sell, 
lease, or lend defense materials to any 
nation designated by him. Power to as- 
sign priorities for any materials, prod- 
ucts, and supplies, and to order trans- 
portation priorities of freight and troop 
movements. Power to take possession 
of any system of transportation, and to 
requisition both foreign and domestic 
merchant vessels. 


In certain contingencies he can take 
over industrial plants, and he can re- 
quisition machine tools and other de- 
vices of production. He has power to 
enter into special defense contracts, and 
to build up stock piles of strategic ma- 
terials. He can control imports, and 
he can license exports and seize articles 
intended for export. He has full con- 
trol over the power resources of the na- 
tion, and he can use for the public 
interest all power-houses, dams, con- 
duits, and reservoirs. 


Financial Controls 


He has broad control over banking 
and credit expansion, including power 
to order the closing of banks. He can 
forbid banks that are members of the 
Federal Reserve System to transact busi- 
ne-3 except under regulation by the Sec- 
retary of the Treasury. He has power 
to suspend trading in any security for 
a period of ten days, and to suspend 
all security trading for a period of 
ninety days. He controls gold, and 
within limits the gold content of the 
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dollar. He has control over transac- 
tions in foreign exchange, and over 
funds of foreign nations deposited in 
this country: 

He can establish censorship between 
this and any foreign country, and take 
over or close any radio station. He 
can keep the National Guard under 
arms, and call reserve officers to active 
duty. He can control movements of 
aliens, and put an army officer in con- 
trol of the Panama Canal. He can ac- 
quire land for defense purposes, define 
combat areas, and exchange agricultural 
products for foreign-made munitions. 
He can regulate the flow of appropria- 
tions to governmental agencies and de- 
partments, and control labor standards 
on Government contracts. He can au- 
thorize placing of orders for munitions 
with any factory, and manufacturers 
must comply. He can requisition war 
materials held by states. 


© 


THE banks of America, all of them in- 
stitutions built up by free enterprise, are 
doing their share to finance national 
defense in the firm belief that democ- 
racy and free enterprise are worth pre- 
serving in a world seemingly gone mad. 
They believe in the system, not only 
for themselves, but also for their cus- 
tomers and for every man and woman 
in America. That is why, without reser: 
vation and without reserve, they have 
thrown themselves and the resources of 
their institutions whole-heartedly behind 
the Government of the United States in 
its present supreme national effort— 
Dr. William A. Irwin, National Educa- 
tional Director, American Institute of 
Banking, in a recent address. 
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Consumer Credit 


STANDARDS OF PRACTICE 


By Wa Ter B. FRENCH 
Deputy Manager, American Bankers Association, New York City 


UCH of the time and effort of 
LL the Consumer Credit Council of 
the American Bankers Association 
has been devoted for the past few 
months to a Standards of Practice for 
the consumer credit business in banks. 
The issuance of these standards is most 
timely. With pressure being brought 
by a number of Washington agencies 
for a curtailment of instalment buying, 
it is wise for us to take the initiative in 
ourselves suggesting what the terms 
should be, rather than to wait for some- 
thing to be handed down to us that 
may have a harmful effect on the busi- 
ness. 


The terms finally agreed on by the 
Consumer Credit Council are in no 
sense a curtailment. They are the same 
as would have been suggested without 
any pressure from Washington. They 
suggest good practice and yet, in the 
light of current terms, especially in 
some parts of the country, they repre- 
sent a definite curtailment. 

Is any control of consumer credit 
necessary now, and, if so, why? Well, 
I’ve talked to many large bank lenders 
as well as to sales finance people and 
personal loan companies, and almost 
without exception they all agree that 
something must be done. Could we all 
get together and agree on terms and 
then carry them out—self-regulation, so 
to speak? I doubt it very much. Yet 
in a period of rapidly rising income, 
due entirely to the defense program—a 
program that may terminate suddenly at 
any time—we find consumer credit 
terms expanding almost daily. Only 
the other day a banker complained 
about another lender in his town who 
had just advertised terms on new cars 


which to say the least, were ridiculous. 
And who was that lender? A finance 
company? No, a bank. Most of the 


loans of that bank in question are prob- 
ably being made to the employes of an 
aircraft corporation located in the same 
town—men employed in work that may, 
I repeat, stop at any time. 


Control Considerations 


Leon Henderson’s department on 
price control and the Federal Reserve 
Board are the two principal agencies 
considering the curtailment of con- 
sumer credit. Up to now they have 
concentrated principally on sales financ- 
ing. No thought has been given to 
cash lending or other forms of consumer 
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credit. Their considerations are based 
on three assumptions. These are: 

1. That, by increasing down-pay- 
ments and shortening terms on durable 
goods, people will find it more difficult 
to buy and, consequently, less consumer 
durable goods will be sold. Auto- 
mobiles are the most important item in 
this classification. Fewer car sales will 
mean more skilled mechanics, more 
steel, iron, and so forth, available for 
the defense program. Two other re- 
tarding factors in automobile produc- 
tion are the 20 per cent reduction in 
the number of new cars to be produced 
this year, and the suggested 20 per cent 
excise tax on new Cars. 

2. That, if we actually create a short- 
age in consumer goods now, and, since 
the country’s workers are all busy on 
defense orders, when the defense emer- 
gency is over, this unsatisfied demand 
for consumer goods will absorb a part 
of the slack and help to keep the wheels 
of industry moving. 

3. That, more savings and money will 
be created for the purchase of defense 
bonds. The theory is that, if people 
commit themselves for less in the way 
of instalment credit, they will put 
money in the bank to buy defense bonds. 

If all these theories work out in ac- 
tual practice, everything would be all 
right. But I wonder, It is estimated 
that about $500,000 a month go into 
instalment purchases. Suppose that by 
these controls it should become possible 
to cut that amount in half and thereby 
divert $250,000 to other purposes. I 
wonder how much of this amount would 
find its way into savings accounts and 
defense bonds, rather than into new 
clothes, shoes, hats, jewelry, and other 
items? Do you remember the $20 silk 
shirt of the last war? Unless we are 
very careful we may create a situation 
in the soft goods industry that would 
be dangerous. 


Then, too, we must remember that 
we are now living in an economy in 
which an automobile for transportation 
is a necessity, not a luxury. Admitting 
that it might be advisable to cut down 
production on new cars, we are faced 
with the necessity of continuing a fairly 


liberal policy on the financing of used 
cars, which is complicated to some ex- 
tent by the increasing values in all 
grades of used cars, even those as much 
as seven or eight years old. This sud- 
den spurt in the used car market is ex- 
plained by the fact that more workers 
how are enjoying incomes that enable 
them to buy this grade of merchandise, 
plus the fact that in many cases they are 
employed some distance from their 
homes and automobiles offer the most 
satisfactory mode of transportation. To 
enable workers to buy automobiles is 
also necessary to the defense program. 


FHA Inconsistency 

But in all of this discussion emanat- 
ing from Washington for a curb on in- 
stalment buying and with the general 
agreement on the part of lenders that 
such a step would be advisable, if care- 
fully considered and not too drastic, 
there does appear to be at least one 
inconsistency: It seems strange that the 
Federal Reserve Board and the depart- 
ment of price control should be seeking 
contraction of consumer credit terms 
when, at the same time, the Federal 


Housing Administration is proposing 
expanded terms in connection with their 


modernization loans. If a sincere at- 
tempt is being made to protect the con- 
sumer from committing himself to 
contracts which he may have extreme 
difficulty in paying twelve, eighteen, or 
twenty-four months from now, it would 
appear that this is no time to expand 
terms on modernization loans from 
$2.500 to $5,000 in amount, and from 
three years to five years in length of 
time. 

I do not believe we should consider 
any part of this program in the light 
of curtailment. I prefer to think of it 
as an opportunity to stabilize an in- 
dustry that needs stabilization. It is 
quite possible that the discussions now 
going on and those that will take place 
in the next few weeks will result in 
benefits to every one concerned, not only 
to the Government in its defense pro- 
gram, but also to consumer credit lend- 
ers and consumers as well.—From an ~ 
address at the recent New York State 
Bankers Association convention. 


66 THE BANKERS MAGAZINE for July, 1941 








Modern 
Merchandising for Banks 


By WiiiraM H. NEAL 


Vice-President, Wachovia Bank and Trust 


OUND merchandising and aggres- 
sive selling can help solve many 
of banking’s present day problems. 
In the present national emergency 
banks have been called upon to aid 
national defense by financing defense 
production and. selling defense bonds. 
We cannot wait for producers to seek 
out the banks and ask for credit; rather, 
through the use of modern selling 
methods, bankers must seek out the pro- 
ducers and urge them to‘ use the services 
of banks for all sound purposes. The 
public will not buy defense bonds in 
large volume without urging, and mere 
willingness to act as issuing agent does 
not fulfill our responsibility; we must 
be prepared to take a leading part in 
bond selling campaigns. 
Other problems confronting banks in- 
clude the continuing huge volume of 
idle money, decreasing income from 
earning assets and increasing costs, keen 
competition with other financial and 
governmental agencies as well as with 
other banks, the trend toward socialized 
banking and the lack of full public un- 
derstanding of the function and useful- 
ness of our chartered banking system. 
There is, of course, no one solution 
to all of these problems, but I am con- 
vinced that the active merchandising of 
useful banking services can be most 
helpful in easing the strain which these 
factors continue to place upon banks 
and bankers. 


Get More Good Loans 


For example, if idle funds keep pil- 
ing up and interest rates continue down- 
ward, there can be only one answer; 
get more good loans. The banker who 
Says it cannot be done, who sits at his 


Company, Winston-Salem, North Carolina 


desk and thinks he is getting all the 
good credit business of his community, 
can quickly be proved wrong by the 
experiences of thousands of other bank- 
ers who have found that advertising and 
solicitation, combined with a willing- 
ness to adapt credit services to meet 
changing needs, can materially increase 
the loan volume. Merchandising of 
credit does not necessarily involve the 
taking of extra hazards. Good judg- 
ment can be exercised just as effectively 
when the banker is sitting at the cus- 
tomer’s desk, as when the customer is 
sitting at the banker’s desk. 

If we are faced with the problem of 
increasing competition, if Government 
lending agencies, finance and insurance 
companies are invading our field and 
taking good business away from us, 
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*‘There is nothing new or 
complicated about merchandis- 
ing methods as applied to bank- 
ing. It simply means aggressive 
advertising and _ selling. It 
means adaptation of products 
and services to fit new needs. It 
means a planned and continuous 
advertising program to bring 
these streamlined services to the 
attention of the public, to reach 
the consumer market, and to 
stimulate demand. It means 
organizing the bank staff for 
selling, training bank employes 
in effective sales methods. It 
means that the bank officer, in 
addition to being a good credit 
man and a good operator, must 
also be a good salesman. It 
means that directors and stock- 
holders must be enlisted in the 
selling program. In short, it 
means applying all modern mer- 
chandising methods to the busi- 
ness of banking,’’ points out Mr. 
Neal in the accompanying por- 
tion of his recent address at the 
New Jersey Bankers Association 
convention. 


there can be only one effective answer. 
We must be better merchants; we must 
be better salesmen than our competitors. 
Sitting at our desks and complaining, 
or imploring Washington to do some- 
thing about it, will not help. We must 
get out and sell and continue to sell, 
and at the same time we must do a bet- 
ter job and perform a more useful serv- 
ice if we expect to meet competition 
and stay in business. 


Merchandise Banking 


We know that there is a sizable seg- 
ment of opinion in governmental circles 
that is continually seeking to socialize 
the banking system, to turn the func- 
tion of banking over to the Government. 
The advocates of this procedure base 
. their argument almost entirely on the 
assumption that chartered banks are not 
meeting the needs of business and their 


communities; that they are not lending 
money; that they are not providing ade- 
quate financial services. 

Let us not be complacent in the mere 
knowledge that this charge is false. Let 
us not put too much confidence in loud 
proclamations that bankers are willing 
to lend and serve. We can only meet 
the situation through aggressive action. 
We must broaden our usefulness and 
prove our willingness by actually serv- 
ing more people and doing such an ag- 
gre@sive merchandising job that the 
average citizen will be convinced that 
chartered banks are doing their part to 
serve business and the community. 

Whether we like it or not, we are in 
the court of public opinion, and it is 
not enough that we have a good case; 
we must submit strong evidence in sup: 
port of it. Let us remember that action 
is more effective than words. 


Change the Old Package 


Successful merchandising calls for a 
useful, attractive product.. In banking 
our products are service and credit. Per- 
haps banking has been somewhat slow 
in adapting its product to meet chang- 
ing needs, and perhaps we have been 
too reluctant to change the old package. 
The natural conservatism of the banker 
is perhaps a reason, but certainly not 
an excuse, for resistance to change: If 
credit needs change, then banking must 
find a sound way to adapt its credit 
services if it expects to continue to meet 
those needs. We are making progress 
in this respect. Personal loans, pay- 
as-you-go checking accounts, automobile 
financing, term loans to industry, field 
warehousing loans, and other innova- 
tions are evidences of progress. But if 
this progress is to be accelerated to the 
required speed, modern merchandising 
methods must be called to our aid. 

To the banker of the old school, mer- 
chandising or selling, as applied to his 
business, usually connotes something un- 
sound and undignified. But, if we stop 
to analyze that concept we find that this 
banker is thinking of selling in terms 
related to the wild-cat stock promoter 
or the patent medicine vendor. I am 
not talking about that kind of selling. 
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A Valuable Aid for Every Bank 
Handling Personal Trusts . . 


Personal Trust 


Administration 


By CUTHBERT LEE 


ERE for the first time the trust officer and employes of 
trust departments have definitely in writing the ac- 


cumulated knowledge 


regarding the handling of personal 


trusts which has hitherto been slowly, laboriously and inac- 
curately handed down from one bank generation to an- 
other—taught and learned by word of mouth. The entire 
procedure for administering personal trusts is here described 
in detail—based on the practice of the most efficient trust 


companies. 


Price $5 Delivered 
BANKERS PUBLISHING COMPANY 


BOOK DEPARTMENT 
465 Main Street, Cambridge, Mass. 


Good merchandising does not involve 
any unorthodox or unsound banking 
procedure. It does not require the 
lending of money to hazardous risks or 
doing business with those whose char- 
acter and reputation are questionable. 
If undesirable business is attracted to 
our banks by advertising and selling, 
then there is something wrong with out 
copy or our salesmen, not with the 
fundamental principles of merchandis- 
ing. 


Apply Modern Methods 


There is nothing new or complicated 
’ about merchandising methods as applied 
to banking: It simply means aggressive 
advertising and selling. It means 
adaptation of product8 and services to 
fit new needs. It means a planned and 
continuous advertising program to bring 
these streamlined services to the atten- 
tion of the public, to reach the con- 
sumer market, and to stimulate demand. 
It means organizing the bank staff for 
selling, training bank employes in 
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effective sales methods. It means that 
the bank officer, in addition to being a 
good credit man and a good operator, 
must also be a good salesman. It 
means that directors and stockholders 
must be enlisted in the selling program. 
In short, it means applying all modern 
merchandising methods to the business 
of banking. 

I am convinced that nothing short of 
this will do the job that is necessary for 
us to perform in the situation we face 
today. 

© 


REGARDLEssS of whether we operate in 
the cities or in the country, all of us 
must not only satisfy the credit and 
other needs of our communities, but 
must make it known to the public that 
we are doing so. If we do not, we may 
expect attacks from all quarters. That 
means good banking plus good public 
relations—J. D. St. John, President, 
Ohio Bankers Association, and Vice- 
President, Toledo Trust Company, To- 
ledo, Ohio. 
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The Role of 


CREDIT IN DEFENSE 


By E. A. GOLDENWEISER 
Director, Division of Research and Statistics, Board of Governors of the Federal Reserve 
System, Washington, D. C. 


T a time like the present, when the 
world is going through an ordeal 
by fire, when the issue between de- 

mocracy and liberty on one side and 
dictatorship and slavery on the other is 
being fought out throughout the world, 
we are prone to search our minds and 
hearts to determine what in our existing 
institutions must be altered and dis- 
carded, temporarily or permanently, and 
what must be preserved at all hazards. 
In order to justify its continued exist- 
ence, any institution in this hour of peril 
must show that it contributes to the ef- 
fective use of the country’s resources in 
our great undertaking. There is no ex- 


cuse for being complacent; our record 
over the past quarter century since the 
last war is not such as to justify the 
view that all is best in this, the best of 


worlds, which is ours. We must review, 
modify or discard institutions that 
either never were serviceable, or have 
ceased to be so, and revise, alter, or 
adopt new ones that are better suited to 
the needs of modern times. Some of 
these may be needed only during the 


**The role in defense of banks 
as dispensers of credit is an im- 
portant one. On its proper per- 
formance depends much of the 
success of the undertaking and 
also the future of the banking 
system and of private manage- 
ment of credit,’’ points out Mr. 
Goldenweiser in the accompany- 
ing summary of his address at 
the recent District of Columbia 
Bankers Association convention. 


war—others may have to be preserved 
on a more permanent basis, 

With this general approach in mind, 
let us consider what is the réle of credit, 
of privately managed credit, in our 
modern economy. It seems apparent 
that in the economic system of free, 
private enterprise—a private system oi 
credit is absolutely essential. No other 
equally satisfactory mechanism has been 
devised. Credit is the main source of 
money, the life blood of the economic 
system. If complete control of credit 
is turned over to the Government, we 
have an economy managed by the Gov- 
ernment; and so long as credit is pri- 
vately managed, under Government su- 
pervision to be sure, but not under 
Government control, we shall continue 
to have private economic enterprise. We 
want, therefore, to list private banking 
enterprise among the institutions which 
we must preserve. 

The way to preserve an institution, 
‘and the only way to preserve it, is to 
make it serve the common purpose, and 
to convince the public that it is a factor 
in achieving the desired end. At pres- 
ent this end is an effective defense ef- 
fort; later it will be a transition to post- 
defense existence with as little painful 
readjustment as is possible. This, then, 
is the réle of credit in defense to fune- 
tion in a way that will best serve the 
advancement of our present endeavors, 
and to do so in a manner that will not 
bring in its wake avoidable maladjust- 
ments and distortions. 


Seek Out Business 


To particularize, the demands upon 
the banks for service to industry and 
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‘‘The banks should recognize 
the need for credit regulation in 
times of an upswing. Selective 
controls are now under consid- 
eration to prevent undue expan- 
sion of instalment credit. Con- 
sumers’ purchases of durable 
goods on instalment tend even 
in normal times to accentuate 
booms and depressions. At this 
time they also tend to increase 
civilian competition with the 
Government for necessary mate- 
rials and man power, and where 
direct restrictions have been im- 
posed by the Government they 
tend to contribute to the process 
of bidding up prices. Regulation 
of this practice, with control of 
down payments and length of 
contracts, will be economically 
healthful. This bankers should 
understand. They should help 
to establish and, when estab- 
lished, to enforce reasonable 
regulation of instalment credit.”’ 


to the Government in the next few years 
may be expected to be on a very large 
scale indeed. The banks must be alert 
in seeking out opportunities of financ- 
ing contractors and subcontractors who 


are helping defense. They must not 
wait to have the business come to them 
of its own accord, like manna from 
heaven, but must energetically seek it 
out wherever it may be. I understand 
that the banks are doing that quite gen- 
erally and that the Federal Reserve is 
helping in the effort. It is important 
also that this be done at the lowest rate 
of return consistent with the nature of 
the business. 


Carry Government Bonds 


Secondly, the banks must be pre- 
pared to take up Government obliga- 
tions whenever the Treasury is tempo- 
rarily in need of funds over and above 
tax receipts and sales of savings and 
other bonds to the public. The banks’ 
réle should be that of a supplementary 
reservoir of funds—to be available when 
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needed. It is the Government’s present 
policy, in view of the large volume of 
deposits available for investment, to 
avoid selling securities to banks as much 
as possible. But as shock absorbers 
and temporary sources of funds for 
regularizing the flow of income into the 
Treasury the banks have an important 
function to perform. It is an easy one, 
but involves a feature that is not always 
observed by the banks; they must not 
trade in Government bonds for an ad- 
vance, they must not buy on a rise and 
sell on a decline, they must not specu- 
late in the credit of the Government. For 
that creates disorder in the market and 
difficult problems for the Treasury. 
When banks buy United States Govern- 
ment securities, either short-term or 
long-term, they must do so with a view 
to carrying them to maturity—and not 
to dump them at the first sign of alarm. 
Banks can rest assured that they will 
never become insolvent through depre- 
ciation of their Government securities. 
By proper distribution of maturities 
the banks can assure themselves of ade- 
quate liquidity for all their needs, and, 
if the time should ever come when they 
will need funds in excess of maturing 
obligations (and it is hard to visualize 
such an occurrence in the near future), 
the banks must remember that the Fed- 
eral Reserve stands ready to make ad- 
vances to them on their Governments at 
par, and at low rates. The salutary 
reluctance to borrow can be carried too 
far. Temporary indebtedness to the 
Federal Reserve is preferable to dump- 
ing Government securities by banks. It 
will better serve the country’s needs and 
the banks’ own long-term interests. 
Thirdly, the banks are likely to find 
more opportunities for private non- 
defense loans than they have in recent 
years. Service to their communities 
should continue to be the slogan of the 
banks, but they must not allow them- 
selves to be carried away by speculative 
enterprises—stimulated by a defense 
boom. Some banks are too prone to 
say “no” when business is languishing 
and not only to say “yes” but to say 
“come on” when business is on the rise. 
Service to the communities’ best inter- 
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ests, as well as codperation with the na- 
tional endeavor, demand caution by the 
banks to avoid financing of unsound 
undertakings. 


Control Instalment Credit 


Finally, the banks should recognize 
the need for credit regulation in times 
of an upswing. Selective controls are 
now under consideration to prevent un- 
due expansion of instalment credit. 
Consumers’ purchases of durable goods 
on instalment tend even in normal times 
to accentuate booms and depressions. At 
this time they also tend to increase 
civilian competition with the Govern- 
ment for necessary materials and man 
power, and where direct restrictions 
have been imposed by the Government 
they tend to contribute to the process 
of bidding up prices. Regulation of 
this practice, with control of down pay- 
ments and length of contracts, will be 
economically healthful. This bankers 


should understand. They should help 
to establish and, when established, to 
enforce reasonable regulation of instal- 


ment credit. 

The banks should also be prepared 
to accept reasonable regulation of their 
reserve requirements to prevent unneces- 
sary over-expansion of deposits. Such 
regulations would be helpful to the 
banks in performing the other tasks al- 
ready mentioned and would protect the 
great mass of banks from unfair com- 
petition with a few non-codperative in- 
stitutions. 

If the banks will accept these prin- 
ciples as guides to their policy they will 
do their bit. To be sure, theirs is only 
a part of the task. Their effort must 
be coupled with increased efficiency in 
industrial output, sound and adequate 
taxation, a great increase in national 
savings out of the rising income, wise 
Government regulation, and codperative 
endeavor both by capital and labor. All 
this is necessary in order to achieve the 
common end. If it is done we shall 
not only achieve success but shall also 
avoid the danger of inflation. 

Inflation would not only hinder the 


defense effort but would--greatly in- 
tensify the difficulties of post-defense 
adjustment. With our natural and 
human resources we must not resort to 
inflation to achieve our objective. In- 
flation is the last resort of impotent na- 
tions. It is not for us. 

The réle in defense of banks as dis- 
pensers of credit is an important one. 
On its proper performance depends 
much of the success of the undertaking 
and also the future of the banking sys- 
tem and of private management of 
credit. 
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PAYMENT OF DIVIDENDS 


WirtH the rising tide of business and 
resulting increased earnings, there will 
undoubtedly be a tendency, on the part 
of many banks, toward increased divi- 
dends. If these were normal times, 
such a tendency would not be fraught 
with so much danger. But we are faced 
with a great war in which we ourselves 
might become involved and which may 
be followed with another depression far 
more devastating than the one from 
which we are just now emerging. The 
retention of a portion of present-day 
earnings will undoubtedly come in 
handy in the years to come. 

I have heard it said that nearly 50 
per cent of the banks that failed in our 
state during the last epidemic of bank 
failures could have continued operation 
if a reasonable dividend policy had been 
adopted in preceding years. I do not 
know how true that statement is, but 
I do know that prudent banking permits 
the payment of a reasonable dividend 
only after the following provisions 
have been made: First, provision for all 
known losses; second, provision for 
adequate depreciation on _ banking 
house, furniture and fixtures and other 
real estate; third, adequate provision 
for all reserves; fourth, suitable addi- 
tions to surplus.—Robert K. Henry, 
Member, Banking Commission of Wis- 
consin, in a recent address before the 
Mid-Winter Conference of the Wiscon- 
sin Bankers Association. 
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The Outlook for 


DEFENSE FINANCING 


By AuLan M. Pore 
President, The First Boston Corporation, New York City 


HAT effect will our entry into real 

war have upon financing for de- 

fense? I have given some thought 
to the British and French military situa- 
tions when war was declared and be- 
fore. We have all seen mistakes that 
have been made and it appears we learn 
nothing from them. I have never heard, 
publicly expressed, what I feel I know 
to be the free and independent opinion 
of our own military men. This country 
never will hear such an opinion if it is 
bound for war. England never heard 
such opinions from her own military 
men. France only heard _politically- 
minded Generals. If we heard our own 
army speak with authority and without 
hamper we would stop, look and listen 
before we cross any oceans today with 
blood in our eyes. But if outright war 
comes to us it is my impression it will 
come as it has come to date—by easy 
stages. Following the pattern of Brit- 
ish markets, war will disrupt our finan- 
cial life but slowly, and markets that 
are available to our Government today 
will remain available substantially as 
they are for some time to come unless 
the economic and political pattern 
changes radically for other reasons. 

I am impressed with the fact that 
most investors have in the last several 
months leaned strongly to the impres- 
sion that the purely financial aspects of 
the situation lead to the conclusion that 
prices of high-grade corporate securities 
must recede largely because the vast 
operations of the Government must ad- 
versely affect the markets for long-term 
securities. I have been particularly im- 
pressed with this feeling in the Middle 
West where at a meeting of financial 
officers of institutions I was unani- 
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mously hooted down because I did not 
believe any radical change in the mar- 
ket level of long-term securities was im- 
minent or necessarily justified in even 
the reasonably distant future because of 
the Government’s operations alone. 
What temporary effects psychological 
disturbances may have are and always 
will be beyond me. 

I base my reasoning on a study of 
the British situation and a study of our 
own, applying only part of the British 
picture to our own case. 

Barring excessive commodity price 
rises which may get beyond reasonable 
control, the Government can finance it- 
self for a long time at substantially the 
same rates as at present if it wants to. 
We are told that the expectancy for the 
fiscal year ending June 30, 1942, is that 
the Government must raise 534 billion 
dollars in cash—a sizable sum at any 
time im any country. The factors that 
may affect this estimate materially are 
the possibility of speeding up produc- 


*‘The individual who insists 
the Government cannot finance 
its obligations for the next fiscal 
year without upsetting the Gov- 
ernmen and corporate invest- 
ment markets must first know to 
what extent the Government 
wants to upset these markets, for 
actually it will never be obliged 
by force to sell a single long- 
term bond,’’ points out Mr. 
Pope in the accompanying por- 
tion of his recent address before 
The National Industrial Confer- 
ence Board. 





tion beyond estimates causing greater 
expenditures, and lesser tax collections 
than is now estimated. If the estimates 
are wrong in these two items the result 
can be expected to produce a larger 
amount of cash requirements. On the 
other hand, increased payrolls might re- 
sult in somewhat larger social security 
payments offsetting possibly in some de- 
gree this error in the amount to be bor- 
rowed. 

Taking the round figure of 6 billion 
as the cash requirements, therefore, we 
are bound to consider the reduction in 
public offerings for subscription as af- 
fected by the sale of defense obligations 
in small denominations. I hesitate to 
predict this figure for I am sure I am 
more likely to be wrong than right. I 
will, however, stick my neck out by say- 
ing that it will probably result in sales 
between 1 and 3 billion with a neg- 
ligible amount offered for redemption 
during the next fiscal year. 

Giving solely my impression of the 
situation and adding a touch of pes- 
simism, the amount to be borrowed 
through public subscription in the 


twelve months beginning July 1 may 


not exceed 4 billion unless a more radi- 
cal change in the present situation de- 
velops than is expected or unless the 
Treasury wishes to maintain a much 
larger working balance. 

Without burdening you with details 
as to increased bank deposits as a re- 
sult of such operations or attempting 
to predict the effect on excess reserves 
or the amount of newly-mined gold we 
may receive or the increase in circula~ 
tion that may continue, I prefer to say 
that if all these factors were actually 
estimated the problem from a practical 
standpoint boils down to this in my 
opinion: If economic factors of one 
kind or another enter the picture, pro- 
ducing a lack of interest in long-term 
Government securities at present rates 
so that the Government cannot sell long- 
term securities readily, unless the Gov- 
ernment desires to pay more than it now 
is paying for long-term money it need 
not do so even then. It is not impos- 
‘sible but it is nevertheless almost in- 
conceivable that short-term money will 


not be of interest to banking institutions 
during this period, if not at present 
rates then at not much higher rates. If 
the long-term market is not receptive to 
long-time Government issues the Gov- 
ernment can then always turn to the 
short-term market. In such an event, 
unless our economic situation is com- 
pletely changed, which is unlikely, the 
effect of the Government reverting to 
the short-term market will have a double 
effect. It will not only relieve the Gov- 
ernment of paying too high for long- 
term money but it will leave the long- 
term market free of offerings and the 
demand of gradually accumulating long- 
term funds seeking investment will auto- 
matically right that market so that it 
will eventually become receptive to long- : 
term Governments at the Treasury’s 
rate. 


Government Alternatives 


It is generally a mistake to estimate 
what the Government must do. A gov- 
ernment when dealing in its national 
currency with its own nationals never 
runs the risk through borrowing short 
money for long-term requirements which 
a private corporation runs. The Gov- 
ernment always can meet a maturity 
under any sort of condition. A private 
corporation cannot always pay off a 
maturity nor can it always refund. With 
what kind of money a Government that 
is in difficulty pays off its debt is an- 
other matter. 

So the individual who insists the 
Government cannot finance its obliga. 
tions for the next fiscal year without 
upsetting the Government and corpo- 
rate investment markets must first know 
to what extent the Government wants 
to upset these markets, for actually it 
will never be obliged by force to sell 
a single long-term bond. 

It is inappropriate for me to predict, 
for I have no idea what our Govern- 
ment may find it expedient to pay for 
long-term money in the next fiscal year. 
I will only venture to say that it will 
not pay more than it wants to, all 
things considered. 
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WAR EMERGENCY BANKING PROBLEMS 


American Bankers Association, New York City 


O discussion of the banking system 
N at the present time is complete 

without a careful recognition of 
the particular problems arising directly 
out of the emergency. It therefore seems 
desirable to outline briefly the major 
elements in the situation which relate 
to banking and the sort of action which 
should be considered. 

In World War I, and in other great 
wars, this and other countries experi- 
enced severe inflation. In the absence 
of appropriate preventive policies the 
forces now at work will lead to a like 
result. 

Preventive action is necessary in three 
areas: Bank credit expansion and ac- 
tivity; fiscal policies as to taxes and 
borrowing, and prices and wages. 

The Congress, the banks, and others, 
should therefore give timely considera- 
tion to the proposals for dealing with 
these problems made jointly by the sev- 
eral bodies of the Federal Reserve Sys- 
tem. 


This report is in agreement with the 
Federal Reserve System in the follow- 
ing general proposals: 

1. That the inflationary powers of the 
so-called Thomas amendment of 1933 
are now unnecessary, and their repeal 
would lessen those fears of inflation 
which often stimulate inflation; 


2. The Reserve System should be 
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given additional powers, under proper 
safeguards and limitations, for reducing 
excess reserves; 

3- Further imports of gold should be 
insulated from the banking system if 
they exert further substantial upward 
pressure on excess reserves. 

This report further suggests that at 
an appropriate time gold coin and gold 
certificates be restored to circulation. 

It is recognized that these powers 
must be used carefully and gradually 
to avoid shock to the credit system. 
Further, these steps alone will not pre- 
vent. inflation. They must be accom- 
panied by a sound fiscal policy and to 
some extent by direct action to check 
advances in prices and wages which 
might start the inflation spiral. 

Fiscal policy is at the core of the 
problem of carrying through the financ- 
ing of the defense effort without infla- 
tion or economic dislocation. Proposals 
of the Treasury for meeting a large 
proportion of expenditures by taxation 
and selling bonds to investors rather 
than banks should receive the whole- 
hearted support of the banks and the 
public—From the answers of the 
American Bankers Association to the 
Wagner Questionnaire, prepared under 
supervision of a Special Banking Studies 
Committee and the Research Council of 
the association in collaboration with 
other bankers and bankers’ groups. 
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NCOME from loans of the insured 
commercial banks of the country in- 
creased by $42 million in 1940 to 
total $769 million, highest since the in- 
ception of deposit insurance. This. in- 
crease is attributed chiefly to an expan- 
sion in the volume of loans and 
discounts outstanding in these banks as 
a result of the heightened defense indus- 
trial activity. Gross. earnings were 
larger in 1940 than in 1939, reflecting 
chiefly the growth in income from loans. 

Despite the increase in income on 
loans and in gross earnings, there was 
a decline of $6 million in net earnings 
as compared with 1939. Gross earn- 
ings increased $28 million while gross 
expenses. increased $34 million during 
the year. 

The tabulation of 1940 statements of 
earnings, expenses, and dividends of in- 
sured commercial banks disclosed the 
following additional facts: 


1. Net profits before dividends were 
$13 million higher in 1940 than in 1939 
and, with the exception of 1936, were 
greater than for any other year of de- 
posit insurance. This increase over 
1939, in the face of lower net earnings, 
was a result of the fact that losses and 
charge-offs on assets declined consider- 
ably more than did recoveries. 

2. The decline of $32 million in 
profits and recoveries on assets during 
the year was attributable almost entirely 
to the decrease in profits and recov- 


HE amount of capital invested in 
American manufacturing enterprises 
increased more than $3 billion in 

1940. This was the sharpest annual in- 

crease since 1925, and it raised the total 

capital invested in manufacturing to al- 
most $51.5 billion. This sum was 
nevertheless more than $10 billion be- 
low the 1929 peak of $62.2 billion. 


INSURED BANKS’ EARNINGS, EXPENSES, DIVIDENDS 
Federal Deposit Insurance Corporation, Washington, D. C. 





MANUFACTURING CAPITAL INCREASES, PROFITS DECREASE 
Division of Industrial Economics, The Conference Board, New York City 





eries on securities. Recoveries on loans 
remained the same in 1940 as in 1939. 

3. Total losses and charge-offs on 
assets were $52 million less in 1940 
than 1939. The decrease was apparent 
in all classes of assets, but losses and 
charge-offs on loans showed the largest 
proportionate decline. 

4. Interest and dividends on securities 
decreased for the fourth consecutive 
year and were lower in 1940 than for 
any year of deposit insurance. This 


downward trend reflects the increased 


concentration in holdings of obligations 
issued by or guaranteed by the United 
States Government and obligations is- 
sued by states and other political sub- 
divisions, which yield lower rates of re- 
turn than do the obligations of indus- 
trial corporations. 

5. Interest paid on time and savings 
deposits declined in 1940 for the sixth 
consecutive year. Other expense items, 
however, increased considerably. 

6. Common and preferred cash divi- 
dends declared and interest paid on 
capital amounted to $237 million in 
1940, as compared with $232 million in 
1939. For all insured commercial banks 
the rate of dividends on common capital 
showed an increase for the third con- 
secutive year and averaged 9.0 per cent 
in 1940- Interest on capital notes and 


debentures and dividends on preferred 
stock in 1940 averaged 3.8 per cent of 
book value but only 2.9 per cent of re- 
tirable value. 






To provide machinery, plant and 
other operating facilities for employ- 
ment in manufacturing, there was in 
1940 an average capital investment of 
$5,800 for each wage earner. This was 
somewhat smaller than the capital per 
wage earner in the late twenties, when 
it was about $7,000. This decline re- 
flects the liquidation of capital employed 
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in manufacturing during the depression, 
which in some industries was severe. In 
manufacturing as a whole there has not 
yet been complete recovery, and in some 
industries invested capital per wage 
earner is barely half what it was before 
the depression. In the textile industry, 
for example, invested capital per wage 
earner averaged $4.326 in 1925, but in 
1938, the latest year for which figures 
on separate industries are available, it 
was only $2,299. In the food, liquor 
and tobacco industries it was $6,304 in 
1938, as compared with $9,000 in the 
middle twenties, despite repeal. 

In industries in which invested capi- 
tal per wage earner is high, however, 
there has been a tendency toward re- 
covery to pre-depression levels. In the 
chemical industry it increased from 
$14,000 in 1937 to $17,000 in 1938, 
when it compared favorably with the 
average of the late twenties. In the 
paper and pulp, metal products, and 
rubber industries, in which invested 
capital per wage earner is also high, 
there have been similar recoveries. 

The net profits of all manufacturing 
corporations in the United States were 


about $2.6 billion in 1940, as compared 
with $3.1 billion in 1937, according to 


a preliminary estimate. This decline 
occurred despite an increase in total in- 
come, which in 1940 is estimated to have 
been about $64.3 billion, as compared 
with $62.5 billion in 1937. 

Heavier Federal, state, and_ local 
taxes were one factor in bringing about 
this shrinkage in net profits. Total 
taxes are estimated to have amounted 
to about $3 billion in 1940, as compared 
with $2.1 billion in 1937 and $1.2 bil- 
lion in 1929. Federal, state and local 
taxes took 4.7 per cent of total income 
in 1940, as compared with 3.3 per cent 
in 1937 and 1.6 per cent in 1929. 

Wages, salaries, and administrative 
expenses are estimated to have amounted 
to about $12 billion in 1940, as com- 
pared with $11.7 billion in 1937- But 
cash dividends paid amounted to only 
$2.5 billion, as compared with $3 bil- 
lion in 1937, and the amount carried 
to surplus was only $100 million, as 
against $116 million in 1937. 
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Tentative estimates indicate that de- 
spite an increase of almost $4.5 billion 
in capital invested in manufacturing 
since 1936-37, the average rate of re- 
turn was only 4.09 per cent in 1940, 
as compared with 5.24 per cent in 1937 
and 5.69 per cent in 1936. 

From 1925 to 1938 the average rate 
of return was 3 per cent. The highest 
rate of return was 6.43 per cent in 1929. 
The highest rate of return in the thirties 
was 5.69 per cent in 1936 when it com- 
pared favorably with the average of pre- 
depression years. From 1931 to 1933, 
however, manufacturing corporations in 
the aggregate operated at a loss. 

Only one industrial group, namely 
food, liquor and tobacco, had net in- 
come every year from 1925 to 1938, 
though the circumstance that the liquor 
industry joined the group in 1932 may 
be partly responsible for this unique 
showing. The lumber industry, on the 
other hand, showed a net loss, on the 
average, for the period as a whole. For 
the textile industry the average rate of 
return for the entire span of fourteen 
years was less than 0-5 per cent. The 
lumber industry incurred a net loss of 
more than 8 per cent of invested capital 
in 1932, and in the same year the textile 
industry incurred a net loss of more 
than 7 per cent of its capital. 

Industries in which the average rate 
of return in the fourteen years was 
above the average for all manufactur- 
ing corporations included: Printing and 
publishing, 4.08 per cent; metal prod- 
ucts and processes (including motor ve- 
hicles, machinery, and iron and steel), 
3.81 per cent; chemicals and allied 
products, 3.07 per cent. The rate of 
return from printing and _ publishing 
was second in stability and size only 
to the rate of return from the manu- 
facture of food, liquor and tobacco. 

In the group of industries classified 
as metal products and processes the rate 
of return was high on the average bul 
it was unstable; net losses were incurred 
in 1931, 1932, and 1933, and in 1932 
the net loss amounted to almost 6 per 
cent of invested capital. But for the 
metal group the rate of return in 1937 
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was 7.67 per cent, which was the high- 


est for any industrial group in the 


thirties, just as in 1929 the metal group 


NE of the major problems con- 
fronting the United States at the 
present time is that of finding a 
successful method of blocking the 
threatened sharp rise in commodity 
prices. The various belligerent coun- 
tries have been faced with this problem 
since the outbreak of the war, and vari- 
ous measures have been taken to 
counteract such a development. 

The British Government has a price 
control board which was created for the 
purpose of keeping commodity prices 
from rising too rapidly, without resort- 
ing to the extreme method of setting 
price ceilings. In order to retard the 
advance in the prices of necessities, the 
British Government is granting subsidies 
at an annual cost to the Treasury of 
about 50,000,000 pounds sterling. 

The British Government has also tied 
the wage level to the cost of living in 
order to prevent a spiral between com- 
modity prices and wages from develop- 
ing. Machinery has been set up to settle 
all disputes which may arise between 
employers and employes. 

Finally, the fiscal policies of the gov- 
ernment have been directed to reducing 
the purchasing power of the people. 
Taxes have been raised substantially, 
exemptions have been lowered, and ex- 
cise taxes have been increased. Ration- 
ing also has been instituted in the coun- 
try, in order to eliminate shortages of 
vital commodities. 

Despite these various price control 
measures, prices in Great Britain have 
shown a substantial rise. The index of 
wholesale prices of commodities in Eng- 
land, on the basis of 1930 as 100, rose 
to 151.0 in March from 98.1 in the pre- 
war month of August, 1939, an increase 
of 53.9 per cent. The British cost of 
living index, which is based on July, 
1914, as 100, rose to 197 in February 
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showed a return of 9.66 per cent, which 
was the highest for any group for any 
year in the twenties. 


CONTROL EFFORTS 


from the pre-war figure of 155, an in- 
crease of 27.1 per cent. 

The rise in British prices, however, 
may be accounted for by a number of 
special factors. In the first place, the 
pound sterling depreciated from $4.65 
at the outbreak of the war to the present 
level of $4. In the second place, there 
has been a sharp increase in the cost 
of transportation. In the third place, 
the sinking of many ships carrying car- 
goes to Great Britain has created short- 
ages of commodities. 

Commodity prices in Canada have 
risen to a much lesser extent than in 
Great Britain. The index of wholesale 
commodity prices in Canada (1926 = 
100) was 86-6 in April as compared 
with 72.3 at the outbreak of the war, 
an increase of only 19.8 per cent. The 
index of the cost of living in Canada 
(1935-39 = 100) rose from 100.8 to 
108.6 during the same period, an in- 
crease of 7.7 per cent. 

While no rationing of commodities 
has been instituted in Canada and no 
ceilings have been fixed on commodity 
prices, the Dominion Government has 
adopted several measures to check a rise 
in commodity prices. In the first place, 
the Canadian Government has endeav- 
ored to prevent a spiral between com- 
modity prices and wages by tying wages 
to the cost of living. In the second 
place, Canadian income taxes have been 
raised substantially, exemptions have 
been lowered and numerous taxes have 
been imposed on commodities for the 
purpose of reducing consumption. The 
fact that commodity prices in Canada 
have shown only a moderate rise since 
the beginning of the war indicates that 
the Dominion’s price-control measures 
have been fairly successful up to the 
present time. 

The rise in commodity prices. in Aus- 
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tralia, as in Canada, has been much less 
pronounced than in Great Britain. The 
Australian price index, which is based 
on 1928 as 100, rose from 89.0 at the 
outbreak of the war to 104.8 in Novem- 
ber, 1940, an increase of 17.8 per cent. 
No rationing exists in Australia and the 
government has not been forced to put 
a ceiling on prices. Australia, however, 
has increased taxes and the consequent 
reduction in the purchasing power of 
the people has acted as a brake on the 
advance of commodity prices. 

Commodity prices in the free coun- 
tries, with the exception of England, 
have thus not shown as rapid a rise as 
was expected at the outbreak of the war. 
The sharp increase in prices in Great 
Britain, as was pointed out, has been 
due to special reasons. 

It is of interest to note that, in the 
free countries, greater reliance is being 
placed on fiscal measures than on 
measures to control prices, directly. By 
increasing taxes, the governments have 
reduced the purchasing power of the 
people, in addition to securing the funds 
necessary for financing the war. These 
countries have also adopted a policy of 


financing their deficits as far as possible 
through the sale of obligations to ullti- 


mate investors. This measure has made 
for a further reduction in the purchas- 
ing power of the people and has, con- 
sequently, acted as a further check on 
the advance in commodity prices. 

In many respects, the United States 
is in a better position than Canada and 
Australia to prevent a rapid rise in com- 
modity prices. The United States has 
an oversupply of agricultural com- 
modities. In addition, there is great 
capacity in the United States for the 
production of consumers’ goods. Hence, 
it is reasonable to assume that if the 
United States adopts measures similar 
to those taken by Canada and by Aus- 
tralia, the danger of a sharp rise in the 
prices of commodities will be consider- 
ably lessened. 

It is apparent that an upward trend 
in commodity prices can be retarded, in 
part, by preventing a spiral between 
wages and commodity prices from de- 
veloping and, in part, by reducing the 
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purchasing power of that group of the 
population which is benefiting most 
irom the sharp increase in business ac- 
tivity. It is also evident that the more 
a government finances its deficits 
through the sale of obligations to ulti- 
mate investors, the less is the danger 
of inflation. Such a policy not only 
leads to a reduction in consumer pur- 
chasing power but also makes it un- 
necessary for the government to rely 
on the banks for the absorption of its 
securities. 

In all countries abroad, serious ef- 
forts are being made to prevent the in- 
flation of prices. This time, the various 
governments have a great deal more ex- 
perience in connection with the handling 
of this problem than they had during 
the last war, and they are utilizing this 
experience to their advantage. In view 
of the steps already taken in Washing- 
ton, it is apparent that the United States 
Government also is planning to do all 
in its power to prevent price inflation. 
There is thus a good possibility that the 
rise in commodity prices in the United 
States during the present war will be 
less extensive than during the last war. 


.O) 


ADEQUATE CREDIT INVESTIGA- 
TION 


WHETHER a loan is to be made on a 
secured or on an unsecured basis makes 
little difference. Security accepted today 
for loans is so varied that few bankers 
without the help of a large force are 
able to keep in touch with the changing 
values of the stocks and bonds, endorsed 
notes, assigned accounts receivable, 
warehouse receipts, trust receipts, field 
warehousing receipts, cash surrender 
value of life insurance, real estate, new 
and used consumer durable goods such 
as automobiles, radios and refrigerators. 
In most of these cases the moral risk is 
important and needs careful investiga- 
tion. A loan should never be made on 
inadequate, incomplete credit informa- 
tion—Roy A. Foulke, Manager, Spe- 
cialized Report Department, Dun & 
Bradstreet, Inc., New York City, in a 
recent address. 
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VIEWS 


Recent Speeches Given Before National, 
Regional or State Groups — Digested 
or Excerpted for Your Convenience . . 


FIGHT SUBVERSIVE PROPAGANDA! 
By L. A. CHAMBLIss 


President, New Jersey Bankers Association, and Vice-President, Fidelity 


ROPAGANDA experts are at work 
in our midst. Part of our job as 
bankers is to influence the thinking 

of the customers, employes and public 

with which we come in contact, so that 
the propaganda which has caused the 
downfall of other countries cannot work 
here. We are very familiar through 
past experiences with the methods of 
fifth columnists, third wheelers, and 
what-have-you. Out of these experi- 
ences we have learned certain lessons 
as to the methods of these people and 
the methods we should employ to 
counteract their work. One of the favor- 
ite methods is to start a scandalous story 
without finishing it and with the impli- 
cation that the truth is too horrible to 
be told and that if one but knew the 
facts one would be shocked indeed. 
One particular theme which is being 
used today is the theme that “the com- 
petitive system of private ownership has 
failed.” Many stories are told; one is 
that if it had not failed we would not 
see the recurring depressions which 
seem to mark our economic life. An- 
other is that if it had not failed there 
would not be so many people of ability 
out of work. A favorite story two years 
ago, which in the light of today seems 

ridiculous, was to the effect that J. P. 

Morgan & Company started the First 

World War. It is amazing to what an 





Union Trust Company, Newark, N. J. 


extent this idea that the competitive sys- 
tem of private ownership has failed 
has penetrated into the ranks of organ- 
ized labor and into our intellectual 
groups both in and out of our educa- 
tional systems. 

Now the fact of the matter is that 
the system has not failed. It has suf- 
fered from certain abuses. The human 
system cannot be said to fail because 
one’s digestion occasionally goes off. 

Now here is the kind of analysis by 
which bankers can combat this and 
similar propaganda. All of the ills of 
the competitive system of private owner- 
ship can be laid at the doors of three 
abuses, any of which can be corrected. 

One is the abuse of the credit system. 
The trouble is not that there is too much 
saving and laying up of a nest egg 
against old age as some would have us 
think, but there is too little of this. 
There has been too much real estate 
speculation on borrowed money and 
there has been too much stock specula- 
tion. This last, for instance, is directly 
responsible for most of the ills we have 
seen in the last fifteen years. There are 
too many men with a $3,000 income who 
want to live in a $45,000 house, and 
too many women who want an $800 
fur coat on $1,000 a year. We as bank- 
ers are very familiar with these abuses 
of the credit system. We have fought 
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them for years.- At the present time the 
most serious trend of credit abuse is in 
the realm of Federal finance. 

The second abuse of the competitive 
system is monopolies. There is nothing 
so disastrous under our system as for 
one group to gain complete control over 
the prices of any one commodity or in- 
dustry. We have fought this for years 
in the United States. Today the most 
serious form of monopoly abuse is in 
the realm of labor, where labor organ- 
izations are seeking to establish an un- 
controlled monopoly over wages. A 
second serious form today is in the field 
of Government bureaucracies which are 


attempting to regulate and fix prices 
artificially. 

The third abuse—fraudulent business 
practices, blue sky stock promotions, 
bankruptcies, fires, frauds of all kind. 
Just plain dishonesty. This is a matter 
which we as bankers have opposed all 
of our lives. 

I again say—we as bankers can be 
very helpful to our country by spotting 
and fighting subversive propaganda, to 
the end that what happened in other 
countries will not happen here.-—From 
an address at the recent New Jersey 
Bankers Association convention. 


CONSUMER CREDIT CONTROLS ESSENTIAL 


By Kenton R. CRAVENS 


Chairman, ABA Consumer Credit Council, 


and Vice President, The Cleveland Trust 


Company, Cleveland, Ohio 


E have the duty of self-imposition 

of a consumer credit control pro- 

gram or we may rest assured it 
will be imposed on us by legislation and 
quotas. 


Our largest expenditure for durable 
consumer goods is in real estate and I 
recommend that initial equities be sub- 
stantially increased and that mortgage 
loan maturities be reduced. A part: of 
this program should be the revision and 


contraction of the terms permitted 
under the National Housing Act. 

The extension of open account credit 
by retail merchants should be limited 
to amounts readily payable out of cur- 
rent monthly income. This restriction 
is needed to prevent the growing tend- 
ency to rely on consumer debt refinanc- 
ing for final liquidation. 

The terms permitted by FHA Title 
I, should be contracted. Those lending 
agencies making modernization loans 
and not using this insurance should 
likewise contract their maturities. 

Personal instalment cash loans should 
be controlled by maintaining a con- 
servative ratio between loan amount and 
the borrower’s normal monthly income. 
For example, a “ceiling” ratio of 144 
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to 1 may have to be set. Once you con- 
trol the amount, the repayment period 
is no problem. 

The terms of sale for durable con- 
sumer goods, such as automobiles, 
appliances, etc., should be contracted. 
That is, the down payment should be 
increased and the length of time allowed 
for repayment should be shortened. 

I do not recommend the immediate 
adoption of stich a drastic program. 
The wise course is to adopt it gradually 
so that at least by January 1, 1942, we 
will have the program in full swing. 

First of all, let us find out what con- 
tractions and degree of control are 
necessary and then establish standards 
for each type of consumer credit to 
make this contraction possible. For 
this purpose a fact-finding body should 
be created composed of representatives 
of all of the major credit agencies. This 
body should work in close codperation 
with the Federal Reserve authorities 
since the Federal Reserve Board would 
be the most logical agency for exercis- 
ing control. Since the banks are largely 
the source of funds for the various 
credit agencies, and the same is true of 
retail merchants, it should be possible 
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through their influence to carry out the 
recommendations of the national fact- 
finding body or the restrictions imposed 
by the Federal Reserve Board. 

The savings of the nation must be in- 
creased materially in order to finance 
the national defense program. It is not 
unlikely, if we effect substantial control 
of consumer credit, that during these 
periods of high income levels the annual 
national savings could be doubled. 
Consumption and in consequence the 
production of consumer goods, would 
be decreased, thereby freeing produc- 
tion facilities for military purposes. 


It is a foregone conclusion that 
without control, increased incomes will 
lead to greater use and abnormal ex- 
tension of consumer credit. Proper 


NE of the first things which bank 
management did after earnings 
from the usual sources had been 
curtailed was to analyze what it was 
giving in service for insufficient re- 
muneration. Needless to say, it fre- 
quently found it was performing func- 
tions at a substantial loss. This was 
particularly true with respect to the ac- 
tive checking account where the balance 
carried was inadequate to make the ac- 
count profitable. Such accounts appear 
now to be generally handled on a serv- 
ice charge basis. It is interesting to 
note that last year the banks in New 
York City obtained about 3.7 per cent 
of their gross income from this type of 
service charge, while the figure for 
banks outside the city was 5.3 per cent. 
In the case of individual banks, how- 
ever, the percentages ran much higher. 
The 26 banks and trust companies hav- 
ing deposits of 5 to 10 million dollars 
realized 10.5 per cent of their total in- 
come last year from service charges. 
One bank derived a third of its gross 
income from that source. Generally 





PROBLEMS OF THE SERVICE CHARGE TREND 


By Wituiam R. WHITE 
Superintendent of Banks, State of New York 





control will at least partially offset and 
neutralize this expansion. Adequate 
control of consumer credit should de- 
crease the need for public spending and 
other pump-priming devices designed to 
pull us through the post-war depression. 

This is simply a situation where an 
ounce of prevention is worth a pound 
of cure. Now is the time to prepare for 
the years to come. This responsibility 
is imposed equally upon each and every 
bank of the nation, regardless of size 
and regardless of its degree of participa- 
tion in the consumer credit field. We 
have the duty of self-imposition of a 
control program or we may rest assured 
it will be imposed by legislation and 
quotas.—From an address at the recent 
ABA National Consumer Credit Con- 


ference. 





speaking, since 1937 the gross revenue 
derived from service charges has in- 
creased about 50 per cent. 

It is impossible to observe this trend 
without wondering where it will eventu- 
ally lead. We can all agree that a 
bank cannot reasonably be expected to 
render useful services on a loss basis. 
Nevertheless, the problem that bank 
management must face is how far it can 
go in imposing service charges without 


suffering loss of community good will. 


For example, in determining charges for 
handling checking accounts, should we 
not keep in mind that checks are merely 
a form of money? Some individuals 
or corporations have use for checks 
which is out of all proportion to their 
volume of business, just as others make 
exceptionally heavy use of paper cur- 
rency although their profits may be 
small. No charge is levied against the 
use of currency and if service charges 
on checks become too burdensome, is it 
not possible that demands will be made 
upon Congress to provide some more 
economical means of using the check 
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either through the Postal Savings or 
through some newly created agency? 
This may seem now to be a remote con- 
tingency, but, so a few years ago, did 


some of the other forms of competition 
which today are cold reality.—From an 
address before the recent New York 


State Bankers Association convention. 


POST-WAR PROSPECTS 


By Purp D. REEp 


Senior Consultant to the Priorities Division, Office of Production Management, 
Washington, D. C. 


T is amply clear that our political, 
social and economic scheme of 
things after the war will resemble 

neither the 1920’s nor the 1930's. I 
suspect that the war will advance by 
several decades the twentieth century 
trend away from laissez-faire and to- 
ward economic integration and industry- 
wide planning under Government super- 
vision: 

I anticipate and look forward to a 
mature, consolidated, national labor’ or- 
ganization, led by able and understand- 
ing men who will negotiate all questions 
pertaining to wages, hours and condi- 
tions of work with business leaders act- 
ing in concert through associations of 
employers on an industry basis. 

We may in my judgment anticipate 
a continuation of the trend toward cen- 
tralized control of money and credit. 
We may also anticipate large but gradu- 
ally declining Government spending for 
previously planned and generally desir- 
able public projects and reconstruction 
programs for several years after the 
war, in order to cushion the devastat- 
ing effect of an almost vertically declin- 
ing demand for armaments. 

I anticipate great emphasis being 
placed on production and a deep de- 
termination to take whatever steps are 
necessary, however drastic, to avoid a 
recurrence of mass unemployment. To 
this end we may expect to see the Gov- 
ernment gradually relinquish its owner- 
shiv of defense plant facilities on terms 
and conditions that will provide the 
purchaser with a strong incentive to 
maintain production and employment. 

And I believe, too, that we shall vre- 
serve the elements and incentives of the 


enterprise system. The dangers and 
disadvantages of totalitarianism will be 
better understood as the war against the 
Axis Powers proceeds, and while the 
concept of the normal functions of 
democratic government will be substan- 
tially enlarged, I believe that labor, 
agriculture ‘and business will solidly 
unite in preserving some substantial 
part of the freedom of action and the 
opportunity that are the backbone of 
our enterprise system. 

Whether under these conditions, that 
mystic element, that sparkplug of the 
capitalistic system which we call con- 
fidence will be sturdy enough to create 
a broad flow of private savings into 
new and existing enterprises, will be 
the factor that determines whether fur- 
ther and more drastic experiments in 
Government borrowing and spending 
will be resorted to. 

It has been said that confidence de- 
pends in large measure upon the eco- 
nomic visibility of the day. No one 
can say with assurance whether the re- 
storation of world peace will find the 
horizon near or far, dark or bright. 
But whatever it is, ours will surely be 
the farthest and the brightest horizon 
of any nation on earth. Relatively, 
therefore, we shall be well off in ma- 
terial resources, in individual initiative 
and war-born habits of work. What 
greater assets with which to face the 
future could any people ask? 

But in the meantime the task and the 
problems that confront us are many 
and momentous. We are living in an 
age that is challenging and brutal, but 
above all vital. The part America 
plays in it will unquestionably shape 
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the destinies of every civilized nation 
on earth. God grant us the wisdom, 
the understanding, and the courage to 


play that part well.—From an address 
before the recent meeting of the Na- 
tional Association of Manufacturers- 


BANKING LEGISLATIVE TRENDS 
By A. L. M. Wicerns 


Chairman, Federal Legislation Committee, American Bankers Association, and 
President, Bank of Hartsville, Hartsville, South Carolina 


HIEF among the trends in Federal 
legislation in regard to banking is 
that toward concentration of pow- 

ers in Federal agencies. This central- 
ization of powers has been going on 
for a long time in Washington, but is 
being accelerated by the war psychology 
and behind the smoke screen of defense. 

It is through the vast expansion of 
the definition of interstate commerce 
that much centralization is being ef- 
fected. If recent administrative rulings 
based on “interstate commerce” are 
supported by the Supreme Court, as 
they probably will be, it may logically 
follow that even breathing will be inter- 
state commerce and subject to Federal 
regulation since the air we breathe 
blows across state lines. 

If the plans of some Washington fig- 
ures for the concentration of all bank- 
ing power in the Federal Reserve Board 
are carried out, and the stock in the 
banks is taken over by Government 
ownership, a symbol of private enter- 
prise in the United States will disap- 


pear. It is well to remember that the 
first line of attack of totalitarian States 
for control of everything has - been 
through control of banking and credit 
first. The control of our banks and 
banking is at the front line of our 
scheme of democracy. 


Another great tide at Washington is 
the destruction of the -importance of 
moneyed capital. It is as though profits 
have become immoral. Wage increases, 
yes, but no more profits for capital. A 
factor in the depression of the impor- 
tance of capital is the artificially low 
interest rates and the estate taxes. 

The estate taxes make it almost 
ridiculous to accumulate wealth. In two 
generations we liquidate America. It 
is not only bonds and stocks that have 
to be sold to pay estate levies, but actual 
property must be sold by the families 
which have built it as a business or en- 
terprise.—From an address before the 
recent New Jersey Bankers Association 
convention. 


THE TASK AHEAD FOR ADVERTISING 


By Pau GaRRETT 


Vice-President and Director of Public Relations, General Motors Corporation, 
New York City 


EARS age we strove for more 
honesty in advertising. I would 
like to see us fight now for more 

understanding through advertising. We 
have learned how to be honest, but we 
have not learned how to be understood. 
Most of the world’s troubles grow from 
lack of understanding.. What a power 
fer good it would be if this most power- 
ful of public relations instruments could 


turn its great talent to the creation of 


a better understanding among | our 
people of their own institutions. 

It is not popularly understood who 
benefits most from the American for- 
mula. It is the worker who with a 
machine can make a dollar an hour as 
against a previous dollar a day without 
a machine. It is the customer who 
could not even hope otherwise to own 
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the things this mass economy brings to 
his doorstep. 

Our inherent strength lies in the 
processes that have served individuals. 
Efforts of the individual produce more 
here than anywhere else. Our technique 
of mass production has prepared the 
way for that. 

But mass production is not self-per- 
petuating. It is through individual 
enterprise and initiative that we pro- 
duce wares. It is through individual 
enterprise and initiative that we dis- 
tribute them. It is the customer that 
makes the choice. 

Unparalleled freedom of choice in the 
market place is what our freedom of 
of the right to advertise inescapably 
supports. Advertising thus viewed be- 
comes a vital instrument in a free 
economy keeping open the flow of 
products and ideas. 


Freedom of choice in the market place 
is of itself a symbol of those other free- 
doms of choice which are the essence 
of our democracy. Did you ever stop 
to consider how one of these great free- 
doms grows in a sense from freedom to 
advertise? I mean freedom of the press 
and, if you please, freedom of the radio. 
It is their independence—economic as 
well as political—which keeps the press 
and the air free. 


Looking beyond the emergency we 
will be confronted with the all-im- 
portant problem of finding ways to offer 


jobs to men returning to civil life, to 
help restore and rebuild our normal 
processes. In anticipation industry 
must direct researches to create new 
products and new services. Is not ad- 
vertising in a favored position to con- 
tribute something? 

I would like to end on a note of con- 
structive warning. Advertising is at the 
most important stage of its career. Its 
practitioners can do it more harm than 
in normal times, or they can do it more 
good through exceptional service when 
the country needs it. We are living in 
emotional times. People will be 
swayed by emotion as well as reason on 
issues connected even indirectly with 
defense or war. It is no time to think 
of advertising only in advertising terms. 
We must think of it now if ever in pub- 
lic relations terms. We need to watch 
what we say and how we say it for its 
effect on people, not merely as custom- 
ers but as citizens of a country bending 
great efforts to produce materials for its 
own defense and for its own future 
existence. 

In all things let us take it upon our- 
selves to create for the world of to- 
morrow a better understanding among 
people. For that is the task ahead for 
us in advertising—it is the task imposed 
upon us as our responsibility in helping 
to work out the great American formula. 
—From a recent address at the annual 
convention of the Advertising Federa- 
tion of America. 


SAVINGS BACKLOG CAUSE FOR CONFIDENCE 


By Myron F. Converse 


President, Worcester Five Cents Savings Bank, Worcester, Mass. 


BELIEVE that one of our soundest 

causes for confidence in the national 

emergency is the savings backlog of 
the American people. If our entire sav- 
ings in every form should be added to- 
gether, they would exceed 75 billions. 
These are record figures for all time. 
How different from the situation at the 
beginning of the Civil War, when the 
credit of the Government was so weak 
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that any considerable public loan was 
thought impossible. In November, 1861, 
the banks of New York adopted resolu- 


tions in which they “. . . deemed it 
wise to band themselves together, put- 
ting their coin into a common fund and 
otherwise aiding one another, so as to 
enable them best to sustain their leaders, 
and by joint action to relieve the wants 
of the Government, if it became neces- 
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sary, to the largest possible extent.” As 
a result, 39 New York banks agreed to 
raise 150 millions in gold against three- 
year Treasury notes which bore 7-3 per 
cent interest. Happily we are assured 
that the emergency of 1941 will not be 
financed at such cost. 

It is heartening that we probably 
shalf not find it necessary to divert any 
large share of our savings capital for 
the financing of governmental needs in 
connection with the defense program. 
Huge though its cost must be, we find 
ourselves with larger and more active 
sources of revenue than we have known 
in a long while. Last year national in- 
come rose to 74 billions of dollars, the 
highest level since °29. This year we 
certainly will see the figure pass 80 
billions and it is not unlikely to rise 
further toward the coveted 100 billions 
a year, which we are told would balance 
the new economy. 

But these figures are so great that 
they get beyond our grasp. We do 
know, by daily observation, a host of 
men and women formerly idle or em- 
ployed at public expense are back at 
work again, enjoying the satisfaction of 


doing worthwhile jobs, plus the con- 
fidence that comes from a regular pay 


envelope- Of course, all of us join in 
the wish that so large a part of the new 
activity did not spring from the needs of 
war, but it is impossible to escape the 
consequences of a world disaster, and 
we earnestly should labor to preserve 
whatever benefits may derive from a 
situation of which no man can see the 
end. 

Aside from the question of defense, 
the only benefit that I can perceive as 
an outgrowth of war activity will be the 
opportunity to spread this activity into 
useful and permanent channels. The 
first step for the individual is to upbuild 
a reserve from current earnings for the 
needs and opportunities of tomorrow. I 
would urge that every person returned 
to employment or employed upon better 
terms should set aside a part of present 
earnings for days that lie ahead. Let 
it be borne in mind that this new savings 
money will go far to meet the defense 
needs of the Treasury. Last year new 


savings, reflected by the principal thrift 
agencies of the country, amounted to 
something more than two billions of 
dollars. This year we should be able 
to increase that figure. Contrary to 
what might be expected, savings in 
Great Britain have gained measurably 
in the war period. At the end of 
August, 1939, just before the conflict 
broke, the principal savings agencies of 
the United Kingdom held one and a 
half billions of pounds. At the end of 
1940 that sum had grown by half a 
billion pounds—one-third in 16 months. 
The number of savers grew amazingly— 
10 millions of persons. Organized sav- 
ings in Great Britain has proved one of 
the vital sources of money for the gov- 
ernment. Over there, savings groups 
have been organized in offices and fac- 
tories to put aside so much a week for 
the purpose of buying national savings 
certificates. This is the spirit that can- 
not fail. Moreover, the regular invest- 
ment of money currently earned will 
implant the savings habit, teaching mil- 
lions who never saved before, the value 
of thrift—From a recent radio address 
commemorating the 125th anniversary 
of mutual savings banks. 


© 


THE immediate future is so complicated 
by the uncertainties of war that it is 
very difficult to make any constructive 
plans. I suggest that there are three 
things which the bankers can do: 


1. Support the defense program with 
every means at their command. 

2. Conduct their banks conservatively 
so that they will be able to withstand 
the shock of unforeseen catastrophes if 
such should come. 

3. Cultivate friendly public relations 
with the greatest possible number of 
people and convince those people that 
independent chartered banks are the in- 
stitutions which can best conduct the 
banking affairs of the nation.—H. Doug- 
las Davis, Vice-President and Trust 
Officer, Plainfield Trust Company, 
Plainfield, N. J., in an address at the 
recent New Jersey Bankers Convention. 
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Digests of Recent Ideas, Campaigns, 


Self-Quiz 


An attractive new folder issued by 
the Morris Plan Bank of Virginia, 
Richmond, Va., aids the recipient in 
figuring out his own financial condition 
and determining whether or not a per- 
sonal loan would be the solution to his 
problem. The foreword suggests: 
“Often it works out that if an individual 
borrows enough money to pay up all 
bills and other obligations at the same 
time, it actually cuts down the monthly 
outlay. It takes less money, less bother, 
and less worry each month to repay the 
one bank loan than to pay every month 
on many scattered separate obligations. 
To find out whether this would be’ true 
in your own particular case, use the 
work sheet on the inside of this folder.” 

The “work sheet” provides space for 
the recipient to jot down his indebted- 
ness, and how much a month he is sup- 
posed to be paying for each item. Lines 
are provided for: Bills, taxes, insur- 
ance, mortgage, bank loans, life insur- 
ance loans, other loans, instalment con- 
tracts on automobile, refrigerator, fur- 
niture, etc. After filling in the amount 
of his indebtedness and the monthly 
payments due, the borrower’s attention 
is called to a table showing the monthly 
amount of repayment required for six, 
ten, twelve, fifteen, eighteen, twenty and 
twenty-four months on loans ranging 
from $100 to $5,000. Copy suggests: 


“Look in the left-hand column in the 
table and find the approximate total 
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amount that you owe (which you have 
worked out on the opposite page). Then 
follow that line straight across the table 
to see if the monthly amount to repay 
the one bank loan would be less than 
the amount you are paying on the sep- 
arate obligations (also worked out on 
the opposite page).” An example is 
given, and a note reminds: “In arriving 
at the amount of your note, remember 
that bank discount (interest) is de- 
ducted in advance. The note should be 
made for enough to give you the cash 
you require.” 


Save for Taxes 
Titled “1942 Taxes Will Be Higher,” 


a recent newspaper ad carried by The 
Morris Plan Bank of Virginia, Rich 
mond, Va., warns: “Everyone is going 
to have to pay higher taxes next year. 
That is as it should be in this tremend- 
ous National Defense Program. Few 
people, however, realize just how much 
higher taxes are likely to be.” A chart 
of present and proposed Federal income 
taxes to be paid by married persons is 
given, showing the tax at present paid 
on various size incomes, the amount 
payable if Treasury proposals are 
adopted, and the amount payable if 
Congressional proposals are adopted. 
Ad copy further suggests: 


“You will be helping both yourself 
and your country if you start planning 
now in order to be able to pay your 
1942 tax bill promptly. Save enough 
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“EYE-CATCHERS 


These bank ad heads caught our 
eye and made us read the ad. How 
about you? 


We Have a Date 
With Destiny! 
—First Wisconsin National 
Bank of Milwaukee, Milwau- 
kee, Wis. 


**Class III-A’’ Has a National 
Responsibility Too 
—The First National Bank of 
Memphis, Memphis, Tenn. 


Happy in the Old Jaloppy? 


—The Agricultural National 
Bank of Pittsfield, Mass. 


Experience—for Reasoning 
Courage—for Deciding 

—The Trust 

Georgia, Atlanta, Georgia. 


Company of 


The Lights Won’t Go Out! 


—The National Shawmut Bank, 
Boston, Mass. 


to pay the largest amount you may be 
called upon to pay. Then, if you have 
some money left over, use it to buy 


U. S. Defense Bonds.” 


Bank Defense Bond Sales 


More than $125,000 of newspaper 
advertising space was bought in one 
week’s time by the banks of the United 
States to launch the sale of U. S. De- 
fense Bonds in May, reports Merle E. 
Selecman, deputy manager and director 
of advertising of the American Bankers 
Association. “The aggregate circulation 
of the reporting newspapers which 
carried Defense Bond advertising ex- 
ceeded 22,000,000 copies—more than 
half of the daily paper circulation in 
the country,” says Mr. Selecman. “This 
means conservatively more than 50,- 
000,000 readers.” He also calls atten- 
tion to the fact that these figures do not 
include any of the 11,000 weekly papers 
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in the U. S. which carried advertising 
space by thousands of banks in the 
smaller communities. “This sizable sum 
of outright expenditure by banks, which 
receive no profit or remuneration in the 
sale of Defense Bonds, is further evi- 
dence of banking codperation with the 
Government in national defense,” points 
out Mr. Selecman. 


New England Indian Events 


Commemorating its fiftieth anniver- 
sary, the State Street Trust Company, 
Boston, Mass., has issued a 107-page 
booklet titled “Other Indian Events of 
New England.” As explained in the 
foreword: “The year 1941 marks the 
golden anniversary of the State Street 
Trust Company. We at first considered 
issuing a booklet descriptive of fifty 
years of the bank’s history, but after 
due reflection we thought it would be of 
more interest to our depositors and 
other readers if we published an histori- 
cal pamphlet similar in character to the 
series of twenty-eight issued over the 
past thirty-five years. In 1934 we pub- 
lished a story of the New England In- 
dians and, as there was much valuable 
material remaining, we have concluded 
to print a second volume on the same 
subject. As before, we have confined 
ourselves chiefly to peaceful events, be- 
lieving that there is much to relate out- 
side of the conflicts that took place from 
time to time, which have been so fre- 
quently recorded.” 

The booklet is beautifully illustrated 
with reproductions of paintings, murals, 
monuments, etc., and chapters are de- 
voted to: Governor Winthrop and his 
Indian visitors; Nantucket and the In- 
dian; the Indian at the vineyard: In- 
dian games; Indians interred on Deer 
Island: Harvard and the Indian; Indian 
reminders in Rhode Island and Con- 


necticut, etc. 


Vacation Loan Ticket 


A clever imitation rail or bus trans- 
portation ticket strip is being used by 
The Cleveland Trust Company, Cleve- 
land, Ohio, to advertise their personal 
loan plans for vacation purposes for 





school teachers. On safety paper, 
printed in sections to closely approxi- 
mate a ticket strip, this piece is headed 
“The Short Route to Vacation Funds,” 
and suggests: “Consider this your in- 
spiration and incentive toward getting 
somewhere this summer, whether it be 
for travel, study, or self-improvement 
through any plan you may have in 
mind. In sending you this ‘make-be- 
lieve’ ticket, The Cleveland Trust Com- 
pany hopes that it can act as the agent 
for your transportation to your summer- 
land of pleasure and advancement.” 

A letter, signed by W. H. Kyle, 
manager of the personal loan and 
finance departments of the bank, accom- 
panies each ticket, and explains: “This 
could be your ticket—your round-trip 
ticket to the places you’ve wanted to see 
and the things you’ve wanted to do this 
summer! This ticket represents the 
services offered you by The Cleveland 
Trust Company Personal Loan Depart- 
ment. If you would like to take a vaca- 
tion, or desire to attend summer school, 
or have any other requirements that 
your present funds will not meet, we 
can probably advance you a reasonable 
sum of money whenever you may need 
it. You may repay such a loan at your 
convenience by monthly deposits, be- 
ginning in October if you wish. . . -” 

A business reply envelope is enclosed 
for reply, providing space for the 
teacher to fill in the name of his or 
her school, amount of loan desired, date 
funds would be desired, etc. Thus, if 
it is inconvenient for the teacher to come 
to the bank, full information can be 
secured by mail. 


Ducky Display 


Drawing thousands of people into the 
bank lobby, taking away their spare 
change, and yet winning their good will, 
were the results of a display arranged 
by Carl Wente, president of Central 
Bank, Oakland, California, recently. Mr. 
Wente, noted as a sportsman, spent 
several weeks arranging for .a realistic 
duck-pond in the bank, to urge sports 
lovers to contribute to “Ducks Un- 
limited,” an organization to save Ameri- 
can duck breeding grounds in Canada. 


11s is Depreobso. He was named after two great-uncles, 
DEPRECIATION and OBSOLESCENCE. He preys on property —homes, 
offices, factories, and stores. Leaking roofs, cracked paint, old 
plumbing, héating systems, and out-of-style buildings are his 
specialties. He is a tireless worker, never rests. There are only two 
things with which to combat him—Reralr and MODERNIZATION. 


You can keep away from your hme with a State- 


Planters F.H.A. loan. You can borrow up to $2500 and repay in 
easy monthly installments over a three-year period. The only cost 
is 85 2 year on each $100 borrowed. You can use these loans for 
practically any kind of permanent property improvement: 

Full details of this convenient, economical loan plan will be 
given you gladly at any State-Plamters office. Phone, write, of 
come by today. 


State-Planters 
BANK AND TRUST COMPANY 


RICHMOND. VIRGINIA 


Attention-challenging are both cap- 
tion and illustration in this effective 
newspaper advertisement recently 
carried by the State-Planters Bank 
and Trust Company, Richmond, Va. 


The beauty of the natural duckpond, 
built on a huge table inside the bank 
lobby, may account for the constant 
cheerful clinks in the “Duk-a-Nikel” 
cans placed at each end of the display. 
A sign on the table explained: “Your 
contribution, large or small, to help 
carry on the work of Ducks Unlimited 
will be appreciated. Seven cents will 
save one duck. $70 will save 1,000.” 


Industrial Ad Series 


Reproduced in miniature in the cur- 
rent issue of their staff magazine is the 
series of industrial advertisements re- 
cently carried by the Bank of Montreal, 
Montreal, Canada. These advertise- 
ments deal with forest industries, farm- 
ing, manufacturing, transportation, mer- 
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chandising, mining, public utilities and 
fisheries—all industries which, together 
with their employes, are served by the 
bank through its five hundred branches 
across Canada—and are grouped around 
one ad showing the facade of the bank’s 
head office, with text telling of the bank’s 
services to government from the time of 
its foundation 123 years ago down to 
the present. (See page 367, THE BaNnK- 
ERS Macazine for April, 1941, for a 
reproduction of one of the ads in this 
industrial series) . 



























































Defense Bond Sale Idea 


An unusual methed of stimulating the 
Government’s Defense Bond sale pro- 
gram was recently devised by The First 
National Bank of Glens Falls, New 
York, in connection with the state con- 
vention of Young Republican Clubs held 
in that city. Each delegate to the con- 
vention was presented with an attractive 
personalized folder’ to which a ten-cent 
Defense Savings Stamp was attached. 
Underneath the stamp was the following 
message: 

“Every liberty-loving American, rich 
or poor, regardless of creed, color or 
party affiliation, will respond to the call 
to help defend this nation and the prin- 
ciples on which it was built. 

“Purchase of U. S. Defense Bonds is 
more than just an investment. It is 
evidence of your approval of and desire 
to participate in the defense of your 
country. 

“The attached stamp is presented to 
you by The First National Bank of 
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Glens Falls with an invitation to adopt 
it as your ‘Stamp of Approval’ and as 
evidence of your enrollment in the De- 
fense Bond program. 

“Stamps and bonds may be purchased 
at your own bank or post office. Buy a 
bond today!” 

On the opposite page appeared a per- 
sonal welcome to the delegate—not as a 
delegate, but as a visitor to the city. 
No bank advertising appeared on the 
folder. 

This original method of stimulating 
Defense Bond sales and at the same time 
promoting bank good will both with 
temporary visitors and permanent resi- 
of the First National’s officers, who 
gather daily for a few minutes for ex- 
change of ideas and discussion of plans. 


‘Selling Your Bank’’ 


The Todd Company of Rochester, 
New York, has recently completed a 
sound-slide film entitled “Selling Your 
dents arose out of one of the meetings 
Bank.” The film, which runs. about half 
an hour, is devoted to the sale of special 
checking accounts by bank officers and 
employes, but has been so treated that 
it applies with equal effectiveness to the 
sale of all types of special bank services. 
It has been distributed to Todd sales 
offices at central points throughout the 
country and is immediately available 
for use by banks requesting it. 

At each showing a mimeographed 
sheet listing customer benefits obtained 
by a special checking account service, a 
suggested sales talk for use by bank 
personnel, and a printed folder sum- 
marizing the principal topics of the film 
is distributed free of charge to all pres- 
ent at the showing. Two cardinal prin- 
ciples of salesmanship are emphasized 
throughout the film. The first is the 
importance of looking at things from 
the customer’s point of view; the second 
is the wisdom of describing just one big 
advantage of the special checking 
account plan, or of any other. plan that 
happens to be under discussion. The 
film makes clear that this advantage 
should be the particular thing—pres- 
tige, economy, safety, or convenience— 
in which the customer is interested. 
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BRIEFS 


Items of Interest from Many Sources— 
Condensed for Quick Reading 


Field Warehousing Study 


A study of field warehousing has 
been completed by a special committee 
of the Bank Management Commission 
of the American Bankers Association 
and a booklet containing the results of 
the study have been sent to the entire 
membership of the association, it is an- 
nounced by J. Harvie Wilkinson, Jr., 
vice-president of the State-Planters 
Bank and Trust Company, Richmond, 
Virginia, who is chairman of the com- 
mission. The study includes informa- 
tion about judging the warehouse com- 
pany which issues receipts, determining 
the market value of commodities, the 
type and nature of the market, physical 
and legal safeguards which should be 
observed, liability insurance and fidel- 
ity bond. protection, storage risks, and 
types of commodities which can be used 
as security for warehousing loans. 


Bankers in Defense Savings 


Bankers are playing an important 
part in the Defense Savings Bonds and 
Stamps program. Many of them have 
accepted key positions in the field 
organization that is being formed 
throughout the United States. 

Gale F. Johnston, Field Director of 
the Defense Savings Staff, has an- 
nounced the appointment of Robert 
Brewer Newell, president of the Hart- 
ford National Bank and Trust Com- 
pany, as chairman of the Connecticut 
State Committee- 
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Of the Deputy State Administrators 
who have been named to date, three are 
members of the banking profession: 
John M. Griffith, president, City Na- 
tional Bank of Taylor, Texas; Orris H. 
Swayze, vice-president of the Capitol 
National Bank of Jackson, Miss.; and 
Walter J. Wade, who has been in the 
investment banking business in Grand 
Rapids and Detroit, Michigan, for more 
than twenty years. It is expected that 
as the field organization is completed, 
bankers will be named to many more 
key positions. 


Wilson New NACM President 


Ray C. Wilson, vice-president of the 
First National Bank of Salt Lake City, 
Utah, was elected president of the Na- 
tional Association of Credit Men at its 
recent 46th annual credit congress held 
in New Orleans. This organization is 
composed of 20,000 banking, manufae- 
turing and wholesaling credit executives 
throughout the country. Mr. Wilson is 
the first banker to be chosen as presi- 
dent of the association in twenty-one 
years. 


Tax Anticipation Plan 


The American National Bank and 
Trust Company of Chicago has an- 
nounced the inauguration of an Income 
Tax Anticipation Plan as a service to 
its customers and others in its commun- 
ity in accumulating funds to meet their 
greatly increased income tax obliga- 
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tions next year. The plan has the auto- 
matic features of special club accounts, 
but the accounts will be carried in the 
savings department and will be served 
in the same way as the bank’s regular 
savings accounts. 

The depositor will have his choice of 
three variations of the plan. First, if 
he has a checking account with the 
American National, the bank will, on 
the first of each month, automatically 
transfer a specified amount from the 
checking account to the Tax Anticipa- 
tion Account. Second, the bank will, 
at the depositor’s request, mail him on 
the first of each month a reminder 
statement of the monthly deposit that 
he wishes to make to his tax account. 
Third, the customer may maintain the 
special account just like a regular sav- 
ings account, making deposits in any 
amount on any dates that he wishes- In 
all cases, the bank’s “Save by Mail” 
plan may be used if more convenient 
for the depositor. 

Edwin N. Van Horne, executive vice- 
president, who sponsored the Income 
Tax Anticipation Plan has sent com- 
plete description and materials to corre- 
spondents of the American National 
Bank and has given them permission to 
use the plan in their own communities. 


Saturday Closings 
More than 700 depositors of The 


Summit Trust Company, Summit, New 
Jersey, have replied to a questionnaire 
asking whether Saturday bank closings 
in July and August were desirable, an 
inconvenience, or a matter of indiffer- 
ence, according to an announcement by 
Lawrence J. MacGregor, president. Over 
92 per cent reported Saturday closings 
either desirable or no inconvenience. 
Replies were received from approxi- 
mately 25 per cent of the bank’s active 
demand accounts. Over 46 per cent of 
those replying said Saturday closings in 
the summer months had no effect on 
them, and over 45 per cent said Satur- 
day closings were desirable. Analysis 
of replies by the bank indicated that 
large and small depositors had essen- 
tially the same views on the subject. 
Summit is a residential suburban city 


of 17,000 with a substantial commuting 
population. It is a trading center with 
very little manufacturing. 


- 


Consumer Credit Creed 


Promulgation of a “consumer credit 
creed” setting forth the social principles 
it believes should govern the extension 
of consumer credit loans to the public, 
a “standards of practice” statement, and 
a set of recommended terms for time 
sales financing are announced by the 
Consumer Credit Council of the Ameri- 
can Bankers Association of which Ken- 
ton R. Cravens, vice-president of the 
Cleveland Trust Company, Cleveland, 
Ohio, is chairman. 

The table of terms recommends mini- 
mum down payments and maximum 
maturities on loans made for the pur- 
chase of various types of goods. It 
covers twenty-one items, recommending 
among other things, 33 1/3 per cent 
down payments on new automobiles and 
used cars not older than three years, 
with monthly repayments limited to 
eighteen months, and down payments of 
40 per cent on older used cars, with 
monthly repayments limited to twelve 
months; 15 per cent down payments on 
such household appliances, as refrigera- 
tors, stoves, stokers, oil burners and air 
conditioning, with monthly repayments 
limited to twenty-four months, and 20 
per cent payments on such appliances 
as washing machines, irons, sweepers 
and sewing machines, with repayments 
limited to twelve months. 

The Council states in a preamble that 
while it recognizes that too great a con- 
traction in terms would have an adverse 
effect on employment and general busi- 
ness, it believes the terms-it recommends 
will “still give room for the acquirement 
of aids to convenient living while en- 
couraging to a greater degree the habits 
of thrift.” 

In making the announcement, Mr. 
Cravens declared that “these terms will 
put instalment lending on consumer 
goods on a sound basis which we believe 
to be important at any time and espe- 
cially important now.” 

In its “Standards of Practice” state- 
ment, it is asserted that every retail in- 
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FIGURE I 


DEFENSE LOANS CLASSIFIED ACCORDING 
TO TOTAL ASSETS OF BORROWERS 


No. 
1,599 
2,397 
1,793 

91 


5,880 


Less than $100,000 
$100,000 to $1,000,000 
$1,000,000 and over 
Not available 


stalment sales contract should contain 
or be accompanied by a complete state- 
ment of the transaction including cash 
price, down payment, unpaid balance, 
insurance cost, principal balance, 
finance charge, time balance, and the 
number, amount and due date of each 
payment. 

The Council points out that it is not 
attempting to set itself up as guardian 
of all lending agencies. It states that 
it has “approached the problem from its 
own standpoint and makes its recom- 
mendations to its own members only.” 
It calls attention, however, to the fact 
that “consumer credit is extended by 
many agencies, governmental and priv- 
ate,” and suggests that “to attain the 
ultimate in effectiveness some method of 
applying similar standards to other 
sources of credit should be devised.” 

It adds that ‘control of consumer 
credit would be of no effect without 
control of instalment cash lending, and 
to that end limitations upon personal 
cash loans, deficit financing, and mer- 


Per Cent 
26 


Amount Per Cent 
$ 33,000,000 
41 251,000,000 
30 801,000,000 
2 8,000,000 


$1,093,000,000 


chandise credits to amounts readily 
assimilable from normal monthly in- 
come are recommended.” 


Bank Defense Loans 


The Defense Contract Service reports 
that 67 per cent of defense loans by 321 
banks in 101 cities went to companies 
with assets of less than $1,000,000 each, 
and 26 per cent to companies with 
assets of less than $100,000. 

This report was made by the Service 
in disclosing results of a survey made 
by the Federal Reserve System at the 
request of the DCS. 

The survey showed that on April 30, 
1941, the date it was made, defense 
loans and commitments by the 321 
banks totaled $1,093,000,000- These 
loans and commitments were classified 
according to total assets of the borrow- 
ers, as shown in the accompanying table 
(Figure I). 

The Service reported that actual de- 
fense loans outstanding on the date of 


FIGURE II 


NUMBER AND TOTAL AMOUNT OF DEFENSE LOANS 
IN EACH SIZE BRACKET 


Defense Loans 
Total Amounts 


$ 58,000 


Size in Dollars 
Under $1,000 
$1,000 to Eh 
$10,000 to $49,000 ... 
$50,000 to $99,000 ... 
$100,000 to $499,000 ... 
$500,000 to $999,000 ... 
$1,000,000 or over 
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$460,110,000 


Defense Commitments 
No. Total Amounts 
21 $ 14,000 
221 1,025,000 
544 13,309,000 
338 22,001,000 
747 159,514,000 
211 132,133,000 
171 305,224,000 


2,253 


3,492,000 
25,774,000 
30,149,000 

170,792,000 

104,673,000 

125,172,000 


$633,220,000 


1941 



































the survey equalled about 8 per cent of 
the total commercial loans of the same 


banks. 


Of the defense loans outstanding on 
April 30, 56.5 per cent were for less 
than $50,000 each. The size of indi- 
vidual loans and commitments, the num- 
ber and total amount of loans in each 
size bracket, and the number and total 
amount of commitments in each size 
bracket, are shown in the accompany- 
ing table (Figure II). 


Blizzard Resigns 


The Philadelphia National Bank, 
Philadelphia, Pa., has announced with 
regret the resignation of Daniel H. 
Blizzard as assistant cashier. Mr. Bliz- 
zard leaves to engage in private busi- 
ness. 

At a meeting of the board of the 
Philadelphia . National, William  E. 
Vollmer was appointed an assistant 
cashier. Mr. Vollmer heretofore has 
been head of the credit department of 
the bank’s downtown office. 


Bank of America Promotions 


The Bank of America, N. T. & S. A., 
announces that the board has advanced 
Walter J. Braunschweiger of Los An- 
geles to the position of vice-president 
and chairman of the bank’s public rela- 
tions committee. His former post, vice- 
president and manager of the Los An- 
geles main office of Bank of America, is 
to be filled through the promotion of 
Joseph H. Rosenberg, vice-president. 
Mr. Braunschweiger, it was stated, will 
become a general administrative officer 
with statewide authority and supervision 
of the bank’s public relations. He will 
maintain headquarters in Los Angeles, 
but will spend time at the San Francisco 
head office periodically. 


Facts for Executives 


Publication of a series of reports 
based on studies of current management 
problems in American industry is an- 
nounced by the George S. May Busi- 
‘ness Foundation, 122 E. 42nd St.. New 
York City. The reports, which are 
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available free of charge upon request, 
cover the following topics: An analysis 
of the wholesale hardware industry; 
what I think about American business; 
an analysis of the baking industry; a 
study of labor cost control in the pack- 
ing industry; merchandising methods in 
the milling industry; controlling costs 
to prevent profit leaks; selling prob- 
lems in the lumber industry; a study of 
industrial supervision; a study of belts 
and belting problems; cost measurement 
as an aid to profits. 





Convention Dates 


NATIONAL 


September 8-11—Financial Advertisers As- 
sociation, Hotel Statler, Cleveland, Ohio. 

September 22-24—Robert Morris Associates, 
Hotel Statler, Detroit, Mich. 

September 26-29—Association of 
Women, Chicago, Ill. 

September 28-October 2—American Bank- 
ers Association, Hotel Stevens, Chicago, 
Til. 

October 1-3—Mortgage Bankers Association 
of America, Hotel Roosevelt, New York 
City. 

October 8-11—National Association of Bank 
Auditors and Comptrollers, Palmer 
House, Chicago, Ill. 

December 1-5—United States Savings and 
Loan League, Miami, Fla. 


STATE AND REGIONAL 


July 14-18—North Carolina Bankers Con- 
ference, University of North Carolina, 
Chapel Hill, N. C. 


August 6-8—ABA Regional Trust Confer- 
ence, Pacific Coast and Rocky Mountain 
States, Hotel Olympic, Seattle, Wash. 


August 18-22—Arkansas Bankers Seminar, 
University of Arkansas, Fayetteville, 
Arkansas. 


Bank 


September 5—Delaware Bankers Associa- 
tion, Rehoboth, Del. 


September 8-10—Iowa Bankers Association, 


Fort Des Moines Hotel, Des Moines, 
Iowa. 
September 11-13—Massachusetts Savings 


Banks Association, 
Swampscott, Mass. 


October 24—Maine 


New Ocean House, 


Bankers Association 


Mid-Winter Meet, Augusta, Me. 


November 6-7—ABA Mid-Continent Trust 
Conference, Hotel Statler, St. Louis, Mo. 


